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WEDNESDAY, FEBRUARY 26, 1958 


House oF REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met at 10:30 a. m., room G-—3, United States 
Capitol, Washington, D. C., Hon. Thomas E. Morgan (acting chair- 
man), presiding. 

Acting Chairman Morcan. The committee will come to order. 
We will continue hearings on the mutual security bill for 1958, for the 
fiscal year 1959. 

Our distinguished witness this morning in our first open session is 
the Secretary of State. 

Mr. Secretary, on behalf of the committee I want to offer you 
belated birthday congratulations. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Dutuss. I had almost forgotten [ had a birthday. The 
sooner I forget it, the better. 

Acting Chairman Morcan. The Secretary told me that yesterday 
he got six birthday cakes, so he should be in good shape this morning. 

Pp roceed, Mr. Secretary. 

Secretary Duties. Mr. Chairman and members of the committee, 
the President has sent to the Congress a forceful message calling for 
the vigorous continuation of the mutual security program. In my 
estimation that course is vital to our country’s safety. 


I. Tur Era or CHANGE 


We live today in an historic era of change. It will spell the rise or 
fall of whole civilizations and of great nations. Some will meet the 

challenge; others may succumb. 

The Congress and the executive branch, in whom our fellow citizens 
have reposed their trust, bear an enormous responsibility to under- 
stand clearly the nature of this challenge and to respond to it. The 
adequacy of our response will determine for generations to come 
whether our peoples will, in peace, enjoy the blessings of liberty or 
start upon the downward slope that leads to increasing encirclement 
and ultimate war or subjugation. 

What are the great currents of change? There are two which 
transcend all others. 


COMMUNIST IMPERIALISM 


One is the revolutionary movement of international communism. 
Within 41 years a small group of violent men, starting in Russia, 
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have seized control of all or major parts of 17 nations, with nearly 1 
billion people. 

The Communist bloc now boasts of enormous military power— 
ground forces of 400 divisions, vast air fleets, naval forces, including 
500 submarines, and nuclear bombs and outer space missiles. They 
are developing a large economic potential. All of this is centrally 
controlled and used primarily to achieve its original goal of world 
conquest. 

THE DRIVE FOR PROGRESS 


The second great revolutionary element in the world today is the 
march toward independence of colonial peoples. Since World War II 
20 nations with a population of nearly 800 million people have achieved 
their independence. And these people, as well as the peoples of 
other less-developed nations, are determined that they must and will 
have economic progress. 


SOVIET ECONOMIC PENETRATION 


The Communist imperialists are seeking to amalgamate the current 
of new nationalism into their own movement. This makes the total 
challenge more acute. Asia and Africa and other nonindustrialized 
countries are becoming major battlefields of the cold war. 

Until a few years ago Communist imperialism sought to expand 
by a policy of ‘threats, bluster, or armed action. These crude and 
obvious methods ceased, however, to pay dividends. 

Now the Soviet leaders follow a new technique. Where they for- 
merly treated all free nations as enemies, they now profess the greatest 
friendship toward them—particularly toward those which seek eco- 
nomic development. 

Having set out on this new course, they have followed it with 
energy—and capital and skilled manpower. They have made offers 
of economic help to nations in all parts of the globe. They and 
other bloc nations have already entered into agreements with 16 
nonbloc nations for lines of credit or grants totaling nearly $1.6 billion 
in economic assistance and an additional $400 million for military 
assistance. 

The Soviets are providing not only promises, but performance. 
They are actually providing capital assistance according to their 
pledges. They are providing rapidly increasing numbers of tech- 
nicians. They are engaged in vigorous efforts to increase their trade 
with nations in all parts ‘of the free world. 

The Communist bloc’s eC onomic offensive is, of course, not designed 
genuinely to help newly developing countries to achieve sound econo- 
mic growth within a framework of political independence. Just as 
the people now within the Sino-Soviet bloc are exploited, so the newly 
independent peoples would be exploited. But that goal is camouflaged 
behind propaganda which represents that only through association 
with the Communist bloc can the less developed peoples achieve the 
progress that they seek. 

The present Communist political-economic offensive forms part 
of the Communist strategy of gradual encirclement and eventual 
strangulation of the more developed free nations, notably the United 
States. 
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This is the process which, if we fail to understand it or, understand- 
ing it, fail to respond effectively, will lead to the gradual diminution 
of the perimeter of freedom until it is pushed back to our own 
shores and we and perhaps a few remaining allies will be but a belea- 
guered island in a red sea, 

Mr. Khrushchev has recently said: 

We declare war upon you—excuse me for using such an expression—in the 
peaceful field of trade. We declare a war we will win over the United States. 
The threat to the United States of America is not the intercontinental ballistics 
missile, but in the field of peaceful production. We are relentless in this and it 
will prove the superiority of our system. 


That is a warning to be heeded. 
II. Wuat SHovutp Our Course Be? 


I emphasize these powerful movements at large in the world be- 
cause many are inclined to think in terms merely of increasing our 
own military power. 

Such course would be suicidal. 

As President Eisenhower said in his message on the mutual security 
program: 
we must not allow concentrations on our own military might to divert us from 
other essential objectives of our vital security policy. 

The task before us is manifold. We must, of course, deter war— 
whether general nuclear war or limited war. But also we must pre- 
vent Communist absorption or envelopment of free nations by the 
more subtle means of economic penetration and political subversion. 


DETERRING WAR 


Let us consider first the problem of deterring war. We have long 
since decided that we cannot do this alone. To attempt that would 
lead to intolerable taxes and insupportable increases in the draft of 
our young men and women. Even then we would be weaker than 
we now are with collective effort. This collective way is the only 
sensible way. ‘To that end there exist NATO, SEATO, ANZUS, the 
Baghdad Pact, and our bilateral arrangements with the Philippines, 
the Republic of Korea, the Republic of China, and Japan. The 
Organization of American States also has its common-defense aspects. 

These arrangements embody promises to come to each other’s help. 
These promises are important. But also there is need of military 
strength in being. Our program of mutual security has that as one 
of its principal purposes. 

In the 8 years of this mutual effort our allies have vastly increased 
the effectiveness and numbers of their forces. We have contributed 
weapons and material. Yet our help, though substantial in amount 
and critical in kind, has been but a fraction of the total effort. In this 
whole period we have contributed approximately $20 billion in our 
military assistance program while nations associated with us in the 
collective defense effort have made defense expenditures totaling $122 
billion. 

There is another aspect of our mutual defense effort which is of 
transcendent importance. The most powerful deterrent to aggression 
is our strategic Air Force and our naval might. This great power is 
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heavily dependent on dispersed bases around the world. These are 
supplied by many of our allies and friends as part of their contribution 
to mutual defense. 

LOCAL AGGRESSION 


We cannot be sure that mobile strategic power will, alone, suffice 
to deter all aggression elsewhere. There is need also for local forces 
to resist local aggression and give mobile power the opportunity for 
deployment. As the President said in his message last week: 

It is imperative that the free world maintain strong conventional forces capable 
of dealing with such aggressions wherever they may occur. 

Our associates in mutual security are willing to provide the great 
bulk of the needed conventional forces if we will provide some of 
the necessary arms and, in certain countries, some of the economic 
strength needed to support their military establishments. 

In the world as it is today, the peace of our country and the peace 
of every free world nation rests in the most literal sense on the great 
forces of the United States combined with the great forces of the free 
world. Together they create an arch on which rests the safety of 
our homes and loved ones. The military-assistance and defense-sup- 
port aspects of the mutual security program are the keystones in 
this arch of our security. 


DEVELOPMENT PROGRAM 


Let me turn now to our strategy to counter the Communist efforts 
to manipulate, for their purposes, the great political and economic 
evolution that is occurring. 

I have heard it said that ‘“‘we must not enter into a competition” 
with the Soviet bloc in this field. My reply is that we are not enter- 
ing into a competition with them. T he ‘y are entering into ¢ ompe tition 
with us. They are attempting to take over and pervert for their own 
ends the normal processes whereby, historically, nations that are not 
yet developed borrow abroad to get their own capital development 
under way. 

In this political-economic warfare, the Soviets are aided by the 
fact that within the free world the development of new nations has 
traditionally rested with private capital. In our own country’s 
early history we borrowed great sums from foreign investors with 
which we built many of the “railroads with which we opened up our 
country and many of the factories which were part of our industrial 
development. 

Today our Government favors the greatest possible participation by 
United States private capital in the development of the less developed 
areas of the world. However, the political risks in many of these coun- 
tries are greater than private persons will assume. 

Therefore, unless there is to be a breakdown in what have been the 
normal and historic means of developing less developed countries—a 
breakdown which would put great victories within the Communist 
grasp—governmental funds must play a part. 

In this connection I would like to quote from the warning joined in 
by members of your committee serving on our Delegation to the United 
Nations General Assembly 2 years ago: 


We are in a contest in the field of economic development of underdeveloped 
countries which is bitterly competitive. Defeat in this contest could be as dis- 
astrous as defeat in an armaments race. 
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Ill. Tue Procram ror Murvat Security 1N Fiscat YEAR 1959 


If these are the challenges which confront us, what then must we do 
to surmount them and go forward? 

An essential part of the answer is in the President’s proposals now 
before you. 

First, to maintain the peace, we must maintain the military strength 
of the free world as a deterrent to Communist armed aggression. 


MILITARY ASSISTANCE 


The President has asked $1.8 billion for military assistance, that is 
actual military goods. Of this amount approximately $610 million 
will go to our NATO allies, essentially for modernization and missiles. 
Some nearly $700 million will go to Korea, Pakistan, Taiwan, Iran, 
Vietnam, and other countries separated from the full power of the 
Soviet bloe only by a border gate or a narrow strait. 

We believe that the ground forces maintained by certain of these 
countries can be reduced in number as more modern weapons enable 
fire power to go up. The sums requested include consideration of that 
factor. 

DEFENSE SUPPORT 


The President also asked for $835 million for defense support. 
This is to go to countries in which our military assistance is helping 
to support substantial military forces so that these countries can 
and will maintain such forces and, in some cases, contribute addi- 
tionally to the common defense. 

Defense support is proposed for 12 nations. As in the past, the 
great bulk of it, 70 percent is intended for only four of these—Korea, 
Taiwan, Vietnam, and Turkey. 

None of these 12 nations has the economic capacity to support 
forces of the size we believe important to our common defense without 
our help. These nations are collectively providing 3 million armed 
men in ground, air, and naval units located at strategic points around 
the perimeter of the Communist bloc. 

The second great purpose of our mutual security program is to deal 
realistically with the second great challenge I have mentioned—the 
determination of the peoples of the newly developing nations to make 
economic progress. We have the instruments for this in our well- 
established technical cooperation program and our newly created 
development loan fund. 


TECHNICAL COOPERATION 


We believe we should make a moderate expansion of technical 
cooperation this year in a few countries where we now have programs 
and to undertake new programs in nations which have recently gained 
independence. The total needed for our bilateral program in 1959 
is $142 million. 

There is one new aspect of our technical cooperation program to 
which I should like to refer specifically—the extension of the United 
Nations technical assistance program agreed to at the recent meeting 
of the General Assembly. 
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This important and difficult matter was handled by Dr. Judd of 
your committee. I hope that at a later time he will explain the 
serious problem which the United States faces. 


DEVELOPMENT LOAN FUND 


The Development Loan Fund is now the only element of the mutual 
security program which can ordinarily be used to promote assistance 
for development. 

It was recommended to the Congress last year, upon the basis of 
numerous studies prepared in the Congress, the executive branch, and 
the public, that a loan agency be established which would make it 
possible for the United States to help friendly nations develop their 
economies on a basis of self-help and mutual cooperation. 

The Committee of Conference on the authorizing bill recommended 
that the Fund now be established as a corporation. This is in accord 
with the views of the executive branch and we recommend to the 
Congress that this be done, in a form that will assure that lending by 
the Fund will be fully coordinated with the foreign policy interest of 
the Department of State, the mutual security activities of ICA, and 
the lending of the International Bank and the Export-Import Bank. 

Last year the Congress appropriated $300 million for the Fund and 
authorized the appropriation of $625 million for the coming fiscal year. 

Since the appropriation of the funds for fiscal vear 1959 is already 
authorized, your committee will not be called upon to act on an 
authorization this year. 

Nevertheless, I would like to make clear to you my belief that for 
all the reasons I have discussed earlier, it is immensely important that 
the full amount of these funds be made available as part of the capital 
of the Development Loan Fund. They are as important for the future 
safety of our country as any dollars appropriated for weapons. 


SPECIAL ASSISTANCE 


There are other needs—some close to our collective security effort— 
which cannot or should not be met out of military assistance, defense 
support or other categories. These will require special assistance. 

There are two main groupings in which these needs fall. The first 
is to help maintain stability both political and economic in certain 
nations where we do not support substantial military forces and which 
are not therefore eligible for assistance under defense support. Such 
nations include Ethiopia, Morocco, and Libya, where we have military 
installations, and Jordan. 

Secondly, special assistance is also designed to support such activi- 
ties as assistance to West Berlin, to continue the worldwide malaria 
eradication program, and for other important uses. 


CONTINGENCY FUND 


After the needs which can be programed in advance have been 
considered, there will still remain a need to be able to meet unforeseen 
emergencies. 

The President has asked a $200 million contingency fund for needs 
of this nature. It would be reckless, in the light of conditions existing 
in the world today and the virtual certainty of Communist cold war 
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initiatives that we cannot now foresee, to leave the President without 
an emergency fund of at least this size. 

Other programs—no one of great major importance—for which the 
President requests in the aggregate $100.6 million, will be dealt with in 
detail in the coming days of your hearings. 


IV. Wr Can Arrorp THE Security Wr NerxEep 


I know that many Members of the Congress and their constituents 
are concerned by the cost of our mutual security program. Some 
are unable to understand why we should engage in economic assistance 
abroad when there is plenty to do here at home. 

In this connection it should be borne in mind that the great bulk 
of our foreign aid funds, over three-fourths, is spent in the United 
States in the first instance. The mutual security program is estimated 
to account for the employment of some 600,000 American people. 
To cut these funds would be to cut employ ment here at home. 

There are, however, even more important considerations. The 
program is for the mutual sec urity of our own and other free nations. 

I know that this program is often called “foreign aid” and that it is 
regarded by some as a “giveaway.” 

There is no “giveaway” in this program, but there would have been 
and there would be a “giveaway” if we did not have it. We would 
have indeed “given away”’ a dozen or so nations with their hundreds 
of millions of people. We would indeed have “given away” the 
access which we and other nations have to essential resources. We 
would indeed have “given away”’ essential bases. 

Worst of all, we would have “given away’’ America’s great spiritual 
heritage. 

This Nation was not founded for the purpose of gaining safety or to 
achieve material prosperity. This Nation was founded to demon- 
strate ideals which our founders believed would achieve worldwide 
acceptance. Those ideals were expressed in our Declaration of 
Independence which, as Lincoln said, meant “hope for the world for 
all future time.” 

Today this American idealism, once known the world over as the 
“creat American experiment,’ finds its dynamic expression in this 
mutual security program. 

I have heard it said that he who pleads for mutual security has no 
clients, no constituents. Nothing could be further from the truth. 
His constituents are the entire American people, for it is their interests 
that are involved and their ideals that are at stake. 

The issue is a simple one. Are we so poor that we cannot afford 
to pay for peace and security and to continue to cultivate in the 
world those concepts of national independence and human liberty for 
which our Nation was founded? 

Everyone knows that, if we were to be attacked by force of arms, 
we would afford to fight back. Surely we can pay the infinitely lesser 
cost of waging peace. 

Thank you, Mr. Chairman. 

Acting Chairman Morean. Thank you, Mr. Secretary, for a very 
strong and forceful statement. 

Mr. Secretary, as you know, our usual procedure is to proceed 
under the 5-minute rule. I am going to ask the members to try to 
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stay within their 5 minutes today, because we would like to give 
every member here a chance to ask the Secretary some questions. 

Mr. Secretary, the defense support part of this program, the $835 
million, seems to be the part that is under attack now in the press 
and by some subcommittees of the House, by the GAO, and so forth. 

As long as the amounts would stay the same, would the executive 
branch of the Government have any objection to spelling out defense 
support under some other name, labeling it ‘economic aid’’—the 
criticism offered is that “defense support” is a misnomer. 

People think it is commodities used by the military forces of other 
countries and then when they learn it is really economic assistance 
they are dissatisfied. 

Would there be any objection to renaming it? 

Secretary Dutuss. I think there would be objection, Mr. Chair- 
man, in renaming it, unless you found an equally descriptive name. 

Now, the fact is that defense support is defense support. Certainly 
I haven’t been able to think of a better name forit. It is economic aid 
in form but its purpose is to aid countries to maintain defense establish- 
ments we think are necessary in the common interest. 

When you have, as I point out, in the aggregate 3 million men under 
arms from these countries, that subtracts from the economic capacities 
of these countries. If you have people in the Army, they are not 
tilling the fields; they are not employed in factories; they are not 
building roads. You can’t subtract that much of the economic po- 
tential of these countries and not make up for it in some way. 

This assistance is not designed to produce a net increase in the 
economic strength of these countries over what it would be if you 
did not have so many men employed in the Army. 

Defense support is intended to create a situation where it is prac- 

ical to keep this number of men under arms, and we think it is in the 
common interest to have that number of men there. 

It is quite distinct from what you might call economic development, 
which is designed primarily to build up countries and where our effort 
is unrelated to the question of whether or not they have military 
establishments or how large these military establishments are. 

Acting Chairman Morean. Ina country like Pakistan, for instance, 
where we know they spend at least 70 percent of their national income 
to support their military machine; and in Turkey where the situation 
is comparable, I thought perhaps it could be called “budget support,” 
or something that would allow us to get away from the phrase “defense 
support.” 

Secretary Duties. I think it is unfortunate to get away from a 
phrase that is descriptive of why we do it. We do not do this in 
order to build up the economy of these countries. We do it for one 
single purpose, and that is to enable these countries to contribute what 
we think is necessary from the standpoint of the common interest for 
defense. It is related to that. I think the title is properly descrip- 
tive. 

Acting Chairman Morcan. Thank you, Mr. Secretary. 

Mr. Chiperfield. 

Mr. CuiperFieLtp. Thank you, Mr. Chairman. Mr. Secretary, we 
are always glad to have you be fore our committee. 

First, before I ask you a substantive question, I want to ask you 
about one other point. 
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On page 5, our draft states $510 million will go to our NATO allies. 
I understood you to say $610. Which is correct? 

Secretary Duties. Six-ten. 

Mr. CuiperFieLp. Our copy is incorrect. 

Mr. Morano. Will the gentleman yield at that point? There is 
another typographical error that needs to be corrected: on page 2, 
the draft before us says ‘‘700 million” and you stated ‘800 million.” 
Which is correct? 

Secretary Duties. You can take your choice on that one. The 
figures on population are not very dependable, and the best figures we 
have go back several years and call for some adjustment to take into 
account the estimated birthrate. 

I think we ought to agree on a figure as between my oral statement 
and the written statement. Personally, I would split the difference 
and call it 750. 

Acting Chairman Moraean. Mr. Chiperfield— 

Mr. Curperrietp. Mr. Secretary, what progress has been made 
under the Development Loan Fund? 

Secretary Duties. There are applications before the Fund now 
substantially in excess of $1 billion, which are being processed, and we 
believe that the full amount which is now available, the $300 million, 
will be, if not technically obligated, substantially obligated by the 
end of — fiscal year. 

Mr. CutperFieLtp. Last year, you favored the military provisions of 
this bill being placed before the Armed Services Committee. Do you 
still maintain that position? 

Secretary Dulles. No; we do not maintain it this year. I think 
that from a theoretical standpoint there is much to be said in support 
of that position and that it would perhaps have the benefit of making 
it clearer from the standpoint of public relations. This is really a 
part of the defense effort of the United States. But there are practical 
reasons against doing it. 

I might say just from a personal standpoint, I am reluctant to see the 
influence and experience of this particular committee reduced in any 
way. For a number of reasons we are not renewing that suggestion 
this year. 

Mr. Cureerrietp. Thank you, Mr. Secretary. 

Acting Chairman Morean. Mr. Carnahan. 

Mr. Carnanan. Mr. Secretary, the Development Loan Fund has 
$300 million. What about applications to the Fund, and would you 
care to comment on when the loans may get under way? 

Now, I am not urging speed, at all, but 1 would just like to have 
your comment on It. 

Secretary Duties. Before I answer that question, and I would like 
to take this occasion to say to the committee, greatly, we appreciate 
in the executive branch of the Government what you and Mr. Merrow 
have done in the way of the talks that you have been giving in different 
parts of the United States. 1 think it was a tremendous contribution 
that you two have ms ade. I know it was a gre ut personal burden and 


Mr. CarNAHAN. T hi wile you u very muc ch; Mr. Secretary. 
Secretar y Duties; Now, to answer your question: The applications, 
as I said in answer to Mr. C hiperfield, the actual applications for the 
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Fund run substantially over $1 billion at this time, and the problem is 
going to be how to deal with them. 

The applications have only come in quite recently. There was a 
period between the final action of Congress last year and I would say 
about December, when the foreign countries were acquainting them- 
selves with the nature of the legislation and of the fund, and the 
applications did not begin to come in with any volume until 
December. 

Since then, they have come in in very large volume, and I think 
that the amount now appropriated will, for all intents and purposes— 
for all practical purposes, be fully committed by the end of this year. 
And indeed we could use a great deal more than that. 

Now, the actual formal signing up for these loan agreements takes 
time, the projects have to be inquired into, determinations have to be 
negotiated, and I would not want to say just how quickly the money 
will actually start to move. 

There has to be a considerable interval of a good many months 
between the application and the actual utilization ‘ofthe Fund. That 
is true in any lo an negotiation. It applies equally to the World Bank 
or the Export- Import Bank. 

There is no doubt whatsoever but what the utility and indeed the 
indispensability of this Fund, reflecting an ability to help countries 
whicli need economic developme nt and in which the political risks 
are too great for them to be assumed by the World Bank, or even by 
the Export-Import Bank, the indispensability of that Fund will, I 
know, convincingly be demonstrated as a result of our initial opera- 
tions. 

Mr. CarnaHAN. Out of consideration for the other members, I will 
not ask further questions at this time. 

Thank you, Mr. Chairman. 

Acting Chairman Morcan. Mr. Vorys—— 

Mr. Vorys. Mr. Secretary, your statement seems to me very 
nearly unquestionabie. 

You have referred to the dangers that threaten the security of the 
free world. I think one of the greatest dangers is a summit conference 
on the terms Bulganin is proposing. 

Certain groups in this country and in some of the free nations 
seem to favor a summit conference on almost any terms at almost 
any price. 

Are we going to stand firm on the preconditions the President 
himself has set forth? 

Secretary Duties. There is no thought in our minds of parting 
from those preconditions. Obviously, the preparatory work, the pre- 
liminary work, will have to involve a certain amount of give and take 
as between us and our allies, and perhaps between us and the Soviet 
Union. That is a process of normal negotiations. I wouldn’t be in 
a position, I think, to answer categorically your question, but I want 
to say this, that I share the concern which you express, the concern 
which is also shared, I know, by the President, lest the conference be 
held under conditions which would enable the Soviets to gain a sub- 
stantial propaganda victory and to create an impression, perhaps, that 
the cold war was over, although in fact not a single thing would have 
been done to change the situation. 
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Now, we and other countries organized with representative govern- 
ments which represent the will of the people, we are dependent upon 
the feeling of our people as to whether we get the resources needed to 
conduct effectively the cold war. 

The Soviet Government is not dependent for a single kopek on 
what its people think is necessary to have in the nature of resources 
to conduct a cold war. 

If they can create a worldwide impression that the cold war is over 
while actually continuing to conduct it themselves, they will have 
gained an immense advantage over us. I think that is a danger. 
What they wanted to use a summit conference for, I am afraid, was 
to try to give the impression to the people of the United States and 
the people of the United Kingdom and the people of France and others 
throughout the world that the cold war is over. If they can create 
that impression, then they can know that the governments of those 
countries will not be able to get, through the action of their people, 
the funds and resources needed to conduct a cold war. 

It is the same thing I am talking about here. We will in effect be 
disarmed as far as the cold war is concerned, and they will not be dis- 
armed at all because they are not dependent upon the opinion of their 
people as to what money they get. They don’t have any budget 
exercises or anything of that sort. They just get it anyway. That 
is where our position is unequal, you might say, and where there 
arises a great potential danger. 

I think you can say, Mr. Vorys, that the President, I and others 
who participate in making that poli’ y, are alive to that diffic vulty. 

Mr. Vorys. Isn’t this another thing we should remember; if we 
go to a meeting and make promises, we will carry them out, but we 
ought to know by now that the Soviets don’t intend to do anything 
of the kind? 

Secretary Duties. That has certainly been the experience and as 
I have said often before this committee, I think it would be fool- 
hardy for the United States to alter its position to its disadvantage 
in reliance upon promises of what the Soviet Union would do. The 
record of the Soviet Union is such that you can’t operate on what 
might be called a credit basis with the Soviet Union. We can only 
operate on the basis of cash on the barrelhead. 

Mr. Vorys. It seems to me that unless we get some agreements 
ahead of time that can be tested by works rather than words we 
should not go to any summit conferences. I think the wrong kind of 
summit conference would more surely wreck our mutual security than 
anything else that could happen. 

That is all, Mr. Chairman. 

Acting Chairman Morean. Mr. Zablocki—— 

Mr. Zasiockr. Thank you, Mr. Chairman. 

Mr. Secretary, you have stated on page 2 of your statement, that 
Soviet Russia’s past policy of military arms action, threats and 
blusters has ceased to pay dividends. Are we inviting similar failure 
by emphasizing military assistance? 

Is our military assistance program too great, thereby inviting in- 
creased fear, misunderstanding of United States assistance by recipient 
countries as well as neutral countries? In other words, are we inviting 
a fear on the part of our allies, by our concentration on the military? 

Secretary Dutuns. Well, I think this program is reasonably bal- 
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anced. All free countries who are endangered have to spend a great 
deal more on military than they can on international economic opera- 
tions. The Soviet Union continues to do so. 

They devote through their military program approximately 15 per- 
cent or thereabouts of their gross national production. We devote 
about 10 percent of ours. The economic phase of this matter in both 
cases are very much lesser percentages. It is unfortunate that that 
should be true, but I do not think that this program is unbalanced in 
that respect. 

We are trying to bring about some reductions in the military man- 
power so as to “reduce the need me this defense support item which 
we have been discussing I think, as I say there that as firepower goes 
up through modernization of w basta it should be possible to bring 
about some reductions in that respect. There is a psychological prob- 
lem with which it is very difficult to deal. These countries which are 
under the guns, countries which have been invaded and attacked, are 
extremely jittery when it comes to cutting down their military estab- 
lishment and placing more dependence on mobile strategic power 
which operates from a distance and outside of their own countries. 
We run into quite a lot of difficulty in dealing with what you might 
call that psychological aspect of the program. 

Mr. Zasuiocki. Mr. Secretary, on page 7 of your statement you 
refer to the special assistance funds which are intended to maintain 
political and economic stability. 

You mention as recipient countries, Ethiopia, Morocco, and Libya 
where we have military installations, and Jordan. The special assist- 
ance for Jordan I presume is budgeting assistance? 

Secretary Duties. That is primarily budget assistance to Jordan. 
We have no military installation there. 

Mr. Zastocki. Thank you, Mr. Chairman. 

Acting Chairman Morcan. Mrs. Bolton 

Mrs. Bouton. I want to associate myself very strongly with Mr. 
Vorys on the Bulganin specifications. 

I have no questions. I will reserve mine for this afternoon. 

Acting Chairman Morcan. Mrs. Kelly 

Mrs. Ketiy. Thank you, Mr. Chairman. 

The ultimate end objective of our foreign policy is probably agreed to 
by everyone. The means of obtaining it is possibly controversial on 
both sides of the aisle. 

You have mentioned the era of change. Now, in this MSA bill 
which we are considering, are there any new methods or means of 
obtaining our objectives in the light of this new Russian look or the 
new change as you refer, outside the development loan fund and pos- 
sibly long- range planning? 

Secretary Dulles. No; there are no new instrumentalities that are 
to be created. We believe the existing instrumentalities are adequate 
and the only change is the possible enlargement and broadening of the 
United Nations technical assistance program, Dr. Judd is very familiar 
with this which he handled with great ability at the General Assembly. 

Aside from thet the instrumentalities are about the same. 

Mrs. Ketity. Would you comment on possibly increasing our aid to 
those who are our known allies, versus cutting off aid to anyone who 
has been dealing with the Russians, or those we are not sure of? 





MUTUAL SECURITY ACT OF 1958 191 


By the way, I would like to have it on the record that 1 am not just 
thinking of Yugoslavia. 

Secretary Duties. Broadly speaking, our assistance to allies is 
very much greater than to others, but the purpose of our programs is 
to enable countries to maintain an independence of control by inter- 
national communism so that their assets, their people, their strategic 
locations will not go into the other side of the balance sheet and be 
used against us. To carry out that policy I think we cannot adopt a 
policy of not extending a certain amount of assistance to countries 
ae h also deal with the Soviet Union. For example, that would in 
effect, involve writing off India. I think people would generally feel 
that if India were to fall under Communist control, that would be a 
very major disaster; not as serious, perhaps, as when the mainland of 
China fell under international communism, but something of that 
general order. 

I think that it is not feasible or desirable to have any rule which 
would preclude assistance to nations which dealt with the Soviet 
Union. Asa matter of face we all have some dealings with the Soviet 
Union, including the United States. Each case must be dealt with on 
its own facts with enough flexibility to achieve the result which we all 
want. This is the checking of the further growth of Communist 
imperialism and its acquisition of further assets of one kind or another 
which could be used against us. 

Mrs. Ketuy. Mr. Secretary, we are all aware of the fact that Russia 
certainly ties strings to anything she does, either with technical 
assistance loans, and so forth. 

For this reason would we consider giving aid to Egypt and Syria 
under the development loan fund? 

Secretary Duties. We do not regard them as being barred by any 
rule. If we felt it would serve the general objectives and general 
purposes we have in mind, we would do it. At the moment, we do 
not feel that way. 

Mrs. Ketity. Would Communist bloc nations be included, too, for 
consider: tion? 

Secretary Duties. We are giving a certain amount of assistance 
to Poland though not under the development loan fund, on the ground 
that Poland has demonstrated an encouraging measure of inde- 
pendence, so that we feel that it is defensible under the law. 

Mrs. Ketty. What about Red China? 

Secretary Dutuxs. Assistance to Red China? 

We don’t think that would be a very profitable enterprise. 

Mrs. Krtiy. Thank you, Mr. Secretary. 

Acting Chairman Morean. Mr. Merrow 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, | join Mr. Carnahan in expressing appreciation 
for your kind words in reference to our bipartisan speaking effort 
in support of the mutual-security program. 

We were very happy to find in giving many speeches in various 
sections of the country that once the program is understood and the 
people realize the benefits derived from it, they are overwhelmingly 
in support of full authorization and appropriation of the funds 
requested in the budget. 

You have given a most excellent statement this morning and | 
congratulate you upon your statesmansbip and your leadership. | 
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am particularly pleased to see you spike the slogan, the so-called 
great giveaway. 

In reference to the statement that you made on page 2 concerning 
the Soviet economic penetration in these various countries, followed 
by their technicians and so on. In view of the fact that we have to 
convince somehow these countries that their destinies are linked with 
that of the free world, could you evaluate how much success the Soviet 
Union has achieved with its promises and whatever deliveries it has 
made to this time in pulling those countries in their direction? 

Secretary Duis. It has, by these methods, strengthened its 
apparatus in a number of these countries, but it has not in our opinion 
actually succeeded yet in taking over any new country as a result of 
these efforts. Perhaps it was ¢ lose to doing so in the case of Syria, but 
in our opinion did not actually do so. 

As I say, there has been a considerable strengthening of the Com- 
munist apparatus in the countries where it has been employing these 
methods and the capability of a take-over has appreciably increased 
to where this economic effort has been concentrated. This effort has 
been concentrated very largely upon 4 or 5 key situations, largely in 
the Middle East. 

As I say, the result there has been to increase the capability of 
their apparatus. While that is not always easy to evaluate, because 
it is very largely ungrounded and indeed the peoples themselves in 
these countries are rarely aware of the extent to which the danger has 
grown until perhaps there may be a cue, and then it is too late. 

Mr. Merrow. You feel, Mr. Secretary, with the funds suggested 
here, and the programs that are under contemplation that if we make 
them available that we are going to be able to counter successfully 
and convince these people that their destinies are linked with that 
of the free world? 

Secretary Duties. I think so, although I would feel more confident 
if you put it the other way around, in the sense that I feel sure that 
without these funds we will not be able to do that. 

I hope that with these funds we will be able to do it. That cannot 
be said with absolute assurance or confidence because there is a known 
capacity of the Soviet in this field, and when it concentrates upon one 
or another situation, it has a very considerable capability. 

We do not feel that it is a problem just of money or that more 
money would appreciably diminish the risk. 

Mr. Carnawan. Will the gentleman vield for just a short question? 

Mr. Merrow. Yes. 

Mr. CarNaHaNn. You say since World War II 20 nations have 
achieved their independence. How does this compare with the num- 
ber of people taken over by the Communists? 

We are always told that the world is being taken over by the Com- 
munists. How do the figures compare? 

Secretary Duutues. It depends upon how far back you go. If you 
go back to the date preceding the October Revolution, 1917, you have 
approximately all or major parts of 17 nations with a prese nt popula- 
tion which is estimated to be approximately 1 billion. 

The Soviets now use the 1 billion figure, although the actual latest 
census figures would be nearer to 800 million. But they give a very 
liberal statement to the presumed birthrate in China. 
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Mr. CarnaHAN. If you consider only since World War II or since 
we have had a foreign-aid program? 

Secretary Duties. Well, since World War II, you have had all or 
considerable parts of, I think, approximately 13 countries, with a 
population of some 700 or 800 million. 

Mr. CarnaHAN. As many people have gotten their independence 
as have gone behind the Iron Curtain. 

Secretary Duties. That is right. You have a rather interesting 
parallelism between the number of countries and the numbers of 
people that have emerged from what used to be western colonialism 
and the numbers of countries and number of people that have been 
taken over by the new colonialism and imperialism of communism. 

Acting Chairman Morcan. Mr. Wayne Hays. 

Mr. Hays of Ohio. Mr. Secretary, your statement, I thought, was 
a very strong one, and certainly was a strong buttress to the position 
that | have taken in support of this program for 9 years, and I presume 
will be so regarded in Ohio, where I am already under attack for 
supporting this program. 

Of course, | suppose the people out there will be a little confused 
when the President issues his usual biennial statement, asking my 
constituents to send my opponent down here to help put his (the 
President’s) program through. This is the same fellow who is attack- 
ing me for supporting mutual security. 

I do have a question. ‘The press out in Ohio had quite a few head- 
lines about this Hollywood extravaganza that went on here yesterday 
under the production this time of Mr. Eric Johnston—a change 
from the Robert Montgomery bit—and they said the President or 
somebody donated a hundred thousand dollars to help put on this 
production. 

Is that true? That it came out of funds which we authorized here? 

Secretary Duties. Not that 1 am aware of. I can say this, that 
no State Department funds or no mutual-security funds have been 
used for this purpose. 

Mr. Hays of Ohio. They said it came out of the President’s emer- 
gency fund. Now, did it, or didn’t it? 

Secretary Duties. I just don’t know a thing about that. 

Mr. Hays of Ohio. Is there any way to find out about it? 

Secretary Duties. You can ask the President. 

Mr. Jupp. Is it the mutual security or his regular emergency fund? 

Mr. Hays of Ohio. The press reports didn’t distinguish. 

Secretary Duties. There are no mutual-security “funds in this, I 
can assure you of that. 

Mr. Hays of Ohio. If I don’t have any more luck getting through 
to the White House than I have had in the past, I probably won’t 
get an answer. That is why I asked you. 

Secretary Duties. I don’t have the authority to disclose the use 
by the President of his personal funds. 

Mr. Hays of Ohio. Well, the press commented, and I agree 

Secretary Dutuss. | don’t want to have it assumed by my just 
saying I don’t know, that I think the funds may have been used. 1 
just don’t know a thing about it, one way or another. 

Mr. Hays of Ohio. Well, it puts anyone who supports this program, 
in my opinion, in a bad position, if it is true. 

If it isn’t true, I think it ought to be said. 
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Mrs. Boiron. Perhaps some of your Ohio colleagues might ask 
the question for you. 

Mr. Hays of Ohio. I would appreciate it if you would. 

Mrs. Botron. | will be very happy to. 

Mr. Hays of Ohio. One of the newspapers in Mrs. Bolton’s area has 
been writing a series of articles about foreign aid, and they had a big 
headline a few days ago, in big black print about 2 inches high, saying 
“Foreign Aid Funds Buy Baths for Egyptian Camel Drivers.” There 
was a whole article on this subject. The author of the article said he 
found this after some days searching in some of the reports of the 
administration of the program down here, the mutual security pro- 
gram. 

Acting Chairman MoreGan. We have submitted that question to 
the Director of the ICA. 

Mr. Hays of Ohio. About the baths? 

Acting Chairman Morean. Yes. 

Mr. Hays of Ohio. I am glad yok did that. Frankly, the people 
are disenchanted with this program in Ohio, at least in the section | 
represent, because of this type of story, over and over again. 

Mrs. Botton. Which never gives the rest of it, the constructive 
side, and never tells any of the good points of it. 

Secretary Duties. Could I just make a comment. I am not de- 
fending any lack of efficiency and economy in this operation, but ] 
say this: That type of criticism. is comparable to what I think the 
criticism would be if, in the case of a war, it was said that a lot of 
our bombs were not hitting the target and therefore we should cut off 
all the bombs for the Air Force. 

Mr. Jupp. Some of our bombs even killed some of our own generals. 

Secretary Duties. You cannot conduct any cold-war operation any 
more than any hot-war operation with 100 percent accuracy and 
precision. 

If you are going to go on the theory that you are going to surrender 
in the cold war because everything isn’t perfect, or that if you have 
a hot war you are going to surrender unless every gun that is fired or 
missile that is fired doesn’t hit a bull’s-e ve—if that is the idea, we 
better quit. 

Mr. Hays of Ohio. I agree with you, but some of these things that 
are so stupid on their face shouldn’t have been perpetrated in the first 
place, and if this story is true, it is surely one of them. 

All it does is give ammunition to the critics of the program. 

Acting Chairman Morean. The gentleman’s time has expired. 

Dr. Judd— 

Mr. Jupp. Mr. Chairman, I want to join others in expressing my 
compliments to the Secretary on his statement. It is so strong and 
in my view unanswerable that there is nothing much more to be said. 

The mutual security program has to go on for our own sake. It 
is not a question of whether, but how. 

I agree with the gentleman from Ohio, Mr. Hays, that none of these 
stories about alleged waste should be brushed aside as unimports ant. 
One of those stories regarding amounts and activities that people can 
visualize does more damage than the big argument about the need for 
the program for our overall security does good. They understand 
the one, they don’t the other one because they ‘ don’t see the whole 
background. 
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I hope your agencies will take every one of these stories when they 
come along and see that they are answered right off the bat. Should 
the facts be unfavorable, the people will accept them if there is no 
evasion. Otherwise the reports give people plausible arguments for 
not supporting the program. 

The only suggestion I would make is with respect to your comments 
on the two great currents of change in our age of change: the national- 
ism of peoples getting their freedom from external imperialisms, and 
the communism that is trying to subvert the independence of those 
who so recently got it. But perhaps we should put greatest hope in a 
third current of change, which is the increasing unrest behind the Iron 
Curtain, the urge of 900 million enslaved peoples to gain freedom 
from their internal tyrannies. 

What out people want is to end this struggle, to get it over with, 
if they can witbout sacrificing our own or anyone’s liberties. Do you 
see any hope for an end to this cold war until the Communist regimes 
either fall from power or change their goal of world conquest? 

Secretary Dutuus. I believe, Dr. Judd, that there are very definite 
signs of the change in that respect within the Soviet Communist world. 

Now, as you point out, the end of this so-called cold war and the 
concern about the start of a hot war will come whenever you have 
leaders in the Sino-Soviet bloc who are really interested ia the develop- 
ment of their own countries and their own peoples and when they 
stop exploiting their assets, resources, and human material for the 
worldwide conquest goals of international communism. 

I was interested when Ambassador Thompson was back here. He 
talked about some of the problems that exist within the Iron Curtain, 
and they are very formidable. I have talked about them myself on a 
good many occasions. 

Everybody can see at least part of the evidence of unrest within 
the European satellite area. The unrest in East Germany is very 
obvious. Political change has occurred during the last few days, and 
there is a reason for this. There is a reason for the constant flow of 
refugees from East Germany into West Germany by the young people. 

There is a reason for the Hungarian outbreak. The Poznan riots 
presented a situation which must have given deep concern, and I 
hope bring nearer the day when there will be enough enlightened 
statesm: inship in the Soviet Union to allow these people to enjoy a 
measure of national independence and to exercise some voice in the 
choice of those who govern them. 

Within the Soviet Union, there is the growing demand of people 
for more consumer’s goods. There is the growth of an intelligentsia, 
because you can’t educate as many people as they are educating with- 
out creating better minds and minds that are inquiring minds and 
that do not accept blindly the jargon that is passed out to them. 

As Ambassador Thompson pointed out, these people are fed up 
with having to learn a lot of this conventional Communist jargon that 
is passed out to them. They have to spend hours memorizing things, 
and so forth. 

We have seen these rather spectacular political changes that have 
occurred in the last 5 years in the Soviet Union, and the reason for 
those. It is not purely a contest for personal power. ‘There are 
policy considerations in back of the changes which cause this unrest. 

While anybody would be foolhardy to try to put a date on the 
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time when the situation within the Soviet Union will change, never- 
theless, as I said to the Ways and Means Committee on Monday, 
it is not visionary to foresee a time when there will be within the 
Sino-Soviet bloc leadership which is primarily dedicated to the 
welfare and interests of the people. That would really inaugurate a 
new era. 

The main thing is, we shouldn’t get tired and give up first. It is 
a question as to who can hold on the longest. They are having 
trouble holding on, I can assure you. 

You may think it is hard, and it is hard, to get these programs 
through, year after year. "The Soviets have a hard problem, too, to 
keep their people in a mood to be exploited for these foreign goals. 
They don’t dare tell their people, for example, the wonderful things 
they profess to be doing for the people of Egypt and Syria. They 
don’t allow that stuff to be told at home. 

Foreign aid is not popular in Russia. They try to keep the lid 
on by concealing it. 

Well, you can gain temporary advantages by concealing things, but 
all you are doing is, you are storing up a time bomb that is going to 
explode on you some day, and I think it is more healthy to have 
these things thrashed out in the American way than the way they 
are doing, and trying to sit on it. 

If the people realized the extent to which they are being exploited 
for purely expansionist goals which do not advance by one iota the 
welfare and security of the Russian people and indeed jeopardizes 
them, you would have a very different situation. 

If we can hold the line so they gain no spectacular victories abroad 
which enhance their prestige—the prestige resulting from this kind of 
a Soviet program—then I think we can foresee not the date but the 
fact that there will be an end to this. As President Eiscnhower said, 
speaking to the NATO meeting in Paris, there is a noble strategy of 
victory, a victory not over any peoples but a victory for all peoples, 
and that is the strategy which is largely represented by this. 

Mr. Jupp. Mr. Chairman, I did not get to ask the questions I was 
leading up to, but I realize my time is up. 

Acting Chairman Morean. Mr. Selden 

Mr. Se.pen. Thank you, Mr. Chairman. 

Mr. Secretary, I think the statement you have made today was the 
clearest and perhaps the strongest that I have heard you make in 
connection with this program since I have been a member of this 
committee. 

I would agree with Dr. Judd and Mr. Hays in connection with 
mistakes that have been and I presume will continue to be made in 
the administration of this program. I feel that mistakes should, when 
located, be corrected immediately. If any incorrect information is 
printed about the mutual security program, it should be corrected and 
the correction publicized. 

For several years, Mr. Secretary, there have been some of us on the 
committee who have felt that the separation of economic and military 
assistance is desirable. 

You have touched on this in response to Mr. Chiperfield’s questions. 
However, I would like to go into it a little further. 

Two years ago the State Department opposed such an approach. 
Last year, it recommended that such an approach be made, that the 
military assistance be placed in the Defense budget. 
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If I am correct, this committee decided to continue the authoriza- 
tion of all mutual security funds by this committee but the bill was 
so written that the military assistance and the economic assistance 
could be divided and military funds could be placed in the Defense 
budget. 

When the bill reached the floor of the House, that approach was 
defeated primarily because there was a jurisdictional dispute among 
subcommittees of the House Appropriations Committee. 

Now, this year, you stated that a division of economic and military 
assistance would not be requested. There are some of us—and I 
must admit there is controversy even on this committee as to whether 
economic and military aid should be separated—but there are some 
of us who feel that it would be helpful. 

Just yesterday, I asked one of the representatives of the Defense 
Department who appeared before the committee if such a separation 
would be helpful in tightening up this program and possibly eliminating 
some of the mistakes that have been called to our attention—I think 
the answer was ‘‘Yes.”’ 

It would be very helpful if the State Department and the Defense 
Department could get together on this particular approach, and 
analyze it. If it is found that it will be he ‘Ipful in eliminating waste, 


I hope the administration will come forward and forcefully recom- 
mend it. 


That is all, Mr. Chairman. 

Acting Chairman Morean. Mr. Fulton. 

Mr. Futtron. I am glad to see you here, Mr. Secretary, and we are 
glad to see you are still doing an excellent job. 

Could I ask you some policy questions under difficult conditions in 
the modern world. 

Is this a figure that has been proposed for the mutual security pro- 
gram for next year, the rockbottom figure? Can you assure the 
committee no part can be cut without seriously impairing the program? 

Secretary Dutuss. I can say that I feel no part can be cut without 
seriously impairing the program. 

Mr. Futron. And it is the rockbottom figure? 

Secretary Duties. Yes. 

Mr. Futron. Are the security and existence of the people of Israel 
and the Government of Israel a fundamental part of the present 
United States foreign policy, and necessary for the United States 
security? 

That has been stated by you previously, and I am just trying to 
paraphrase it to bring this police: y statement up to date. 

Secretary Duties. Certainly the first part of the question is correct. 
I don’t know that I stated it was nece ssary for United States security. 

Mr. Fuutron. But it is he ‘Ipful to our United States security to have 
Israel as an independent and free democratic people in the eastern part 
of the Mediterranean as I believe, isn’t it? 

Secretary Duties. The maintenance of the existence of the State of 
Israel is an accepted part of the United States foreign policy. I think 
that is about as far as I would really want to go at this moment. 

Mr. Fuuron. Is our United States policy firmly against any group 
encircling Israel for the purpose of her destruction as a state? I am 
not making a specific charge that any particular country is doing it, 
but is our United States polic y aimed against that? 
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Secretary Duties. Well, I think the answer to that is compre- 
hended with what I said before. 

Mr. Fuuron. And that answer is “Yes. 

I have come upon a statement that the new generation of Russia— 
that is, the educated generation of the high school and college, as well 
the specialist fields—on being checked as to their Communist member- 
ship, have been found to have less percentage of Communists among 
them than the same or similar group on an average in Italy and 
France. 

Could you comment on that? That would be very interesting 
to me, that this new educated group in Russia are turning out to be 
conservatives, when they have been educated under an incentive 
system and seem to like it. 

Will that have a bearing on our United States policy on working out 
exchange of those students with our own U nited States students, and 

a broadening of the cultural exchange program? 

Secretary Duties. I do think it has a bearing upon that program. 
As you know, we are very anxious to have a larger exchange of young 
people and students with the Soviet Union. We think it would be 
helpful for them to know about our institutions and not unhealthful 
for our young people to be within the Soviet Union. 

We tried to get a larger exchange agreed to in the agreement that 
was reached and negotiated. We were limited to 20 for the first year 
and 30 for the second year. 

The President pointed out in his last letter to Mr. Bulganin 
incidentally, a letter which now for nearly 2 weeks has been withheld 
from the Russian people—that he urged that we should do that kind 
of thing in a bigger way. 

But the Soviets, so far, are reluctant to have many of their young 
people come over here, or many of our young people go over there. 

Mr. Futron. I want to thank the Department of State for permit- 
ting the Counselor of the Soviet Embassy to come to Pittsburgh next 
Sunday to be cross-examined by our local civic leaders on a television 
program on the current status of education in the Soviet Union. 
The State Department has so far put Pittsburgh off limits for many 
cultural contacts, restricting even piano and violin artist perform- 
ances. 

There seems to me to be a new wind blowing under this present 
new Ambassador of the Soviet Union that has come in, and I think 
it will be very helpful to the American people to have a quic k and 
sharp cross-examination of their officials when they open themselves 
to do it. 

Acting Chairman Morcan. The gentleman’s time has expired. 

Mr. Byrd, the Chair wants to apologize. He did not see you sitting 
back there in the corner. 

Mr. Byrp. I want to apologize for being late and not being in my 
chair. 

Mr. Secretary, I am not so sure that some of the press reports that 
have been referred to by Mr. Hays and by Mr. Judd are just random 
potshots that have fallen wide of the mark. 

As one who has been in some of the countries and having observed 
some of our programs over there, I haven’t been too favorably im- 
pressed by the efficiency of our people in any of the countries I visited. 

I can recall very vividly when we were in India in 1955 our people 
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in New Delhi did not know whether we had a project in Madras, and 
when we got to Madras, the people down there did not seem to know 
where the project was. 

When we were in Saigon, Vietnam, the head man of the project 
took us by the project about three times before he was ever able to 
locate it himself, 

In many of the countries, I got the impression that our own people 
were more interested in the needs of the local governments and in 
getting additional projects and additional moneys for them than they 
are interested in the United States. In other words, some of our 
people who are supervising these foreign aid projects seem to have 
become imbued with a passion for concocting additional grandiose 
schemes for the further spending of the American taxpaye ‘rs’ money. 
Perhaps this is the way in which they can perpetuate self-employment. 

Those may have been faulty impressions that I got, but, neverthe- 
less, although I have supported this program during the years I have 
been here, I am about at the point where I will no longer go along with 
it. 

I haven’t made up my mind definitely, but I am not convinced that 
we have enough efficiency - the operation of this program to justify 
its continuance on such a gigantean plane. 

Moreover, I think some of our people over there have adopted the 
attitude of looking down their noses at the natives, and in my esti- 
mation that isn’t making any friends for us. We are not the “big 
brothers” that some of our people tend to make us appear and it might 
be a wholesome thing if our people in these countries might become : 
little less indoctrinated with ideas that they are sent abroad to prove 
our superiority and a little more indoctrinated with the idea that to 
win the respect and confidence of other populations we must first 
conduct ourselves and deal with our friends in such a manner as to 
deserve and merit their faith, their respect, and their confidence. 

I would like to say before I ask you a question, that I certainly want 
to compliment you on remaining firm with regard to your opposition 
to the admission of Red China into the United Nations. 

I want to compliment you, too, on your opposition to a summit 
conference until, by prior lower level conferences, we can establish the 
fact that there are really going to be some good results to be gained 
from a summit conference. 

I don’t think that we can take very much hope from the way that 
the Communists have failed to live up to their agreements over the 
past 25 or 30 or 35 years, and it seems to me that we ought to assure 
ourselves this time that something can be gained from a summit 
conference. 

More particularly, I would hope that we would not be stampeded into 
& summit conference along about September or October, merely 
because it might have a good effect upon a certain political party in 
the ferthcoming elections this fall. 

Mr. Secretary, let me ask you these questions: Is there any evidence 
that the Red Chinese Government may be planning to intensify its 
efforts to secure Formosa in the spring of this year? And is there 
any evidence that the Soviets may have assured the Red Chinese 
Government of support of the Soviet Government in such a venture? 

If your answers are yes, has the United States indicated that there 
will be any relaxation of its opposition to such action by the Red 
Chinese? 
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Secretary Duties. Are you talking about a military operation? 

Mr. Byrp. Yes. 

Secretary Duties. I am not aware of any intelligence which points 
to a likelihood of a Communist military operation directed against 
Taiwan. 

There is a considerable military potential—and one which is 
increasing—that could be used, but we have no evidence to suggest 
that it will be used. 

Of course, our position is clear, and I think unmistakable. I don’t 
think there is any possibility of miscalculation on the part of Com- 
munists in that respect. If they should attempt that, it would be 
resisted by whatever force the United States feels is necessary to 
make that resistance successful and wherever that force needs to be 
applied to make that resistance successful. 

Mr. Byrp. I am very glad to hear you say that. 

Mr. Chairman, do J have time for one more question? 

Secretary Dutuxs. If I could steal just a second of your time, I 
hope that you will not make up your mind about this business on the 
basis of some of these instances that you refer to, at least until you have 
had an opportunity to hear Mr. Smith, the Director, talk about some 
of these things. 

Mr. Byrn. I think that you are very sincere in your support of the 
program and my own observations may have led me to form mistaken 
and false conclusions. I will be very glad to await making my 
decision. 

Secretary Dutuxzs. I beg you to keep an open mind because I 
honestly believe this program is vital. 

Mr. Byrp. Mr. Chairman, might I ask the Secretary if the United 
States has any intention of pulling American troops out of South 
Korea now that the Chinese Communists have decided to pull their 
troops out of North Korea? 

Secretary Duties. We have no present intention of making any 
substantial changes in the deployment of our forces in Korea. I 
would point out this much-advertised withdrawal of Chinese troops 
from North Korea comes after the United Nations forces in the 
Republic of Korea have already been reduced to about 10 percent of 
what they were at the end of the war, so they are Johnnys-come- 
lately, as far as that is concerned. 

Acting Chairman Moraan. Mr. Jackson—— 

Mr. Jackson. Thank you, Mr. Chairman. 

Mr. Secretary. I congratulate you on your very excellent statement. 
As far as the bathhouses are concerned I am inclined to think if vou 
can incline an Egyptian to the west with soap and water, it is probably 
not a bad investment. It is among the cheapest of the commodities, 

Secretary Duties. Water is not so cheap there. 

Mr. Jackson. Perhaps after the Soviet builds the Aswan Dam, 
it will help. 

However, and in a more serious vein, there is one point: You said, 
I believe that in your judgment, all of the available instrumentalities 
presently available to us were being utilized. In this connection I 
refer to your statement on page 5 in which you say: 


Today our Government favors the greatest possible participation by United 
States private capital in developing the less developed areas of the world. 
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I wonder whether or not there isn’t an area, or another instrumen- 
tality in the form of private capital which is not being utilized to the 
fullest possible extent? 

Are you familiar, Mr. Secretary, with the work that is being done 
by Mr. William Graham, of Wic hita, Kans., and several associates 
in India? 

Secretary Dutuzs. No, I am afraid I am not. 

Mr. Jackson. Mr. Graham went out to India, took a look at the 
situation, was appalled by what he found the state of private enter- 
prise to be and subsequently put an ad in the newspapers saying 
that he would be very happy to underwrite a few Indian business- 
men—small-business men. 

As a result the hotel lobby was so jammed with applicants that 
work stopped completely in the hotel and Mr. Graham wound up 
lending $5,000 to 5 Indian small-business men at the economic level 
to whic hn the bulk of our assistance doesn’t sift. 

Mr. Graham’s projects met with such considerable response in 
India and the United States, that he is leaving next week with $250,000 
to go out again and expand the loan program. He believes, and 
I agree that it offers one of the best vehicles to the implementation 
of our foreign policy, and on a direct, person-to-person basis. 

The question based on this brief background is this: If it is found 
possible to develop some plan on a very minor scale—I am thinking in 
terms not of hundreds of millions, but, say a few hundred thousand 
dollars; to implement the work that is being done by Mr. Graham and 
his associates, would the Department be inclined to support, or oppose 
an amendment in that connection? 

Secretary Duties. I would like to have you put that question to 
Mr. Dillon, the Under Secretary who is quite familiar with 1t and who 
can speak to it much better than I can. 

Mr. Jackson. Thank you, Mr. Secretary. 

Acting Chairman Moraan. Mr. Pilcher. 

Mr. Pitcuer. Mr. Secretary, whether we agree with you or dis- 
agree with you I don’t think anybody can say that any administration 
has ever had a harder working Secretary of State. 

Now, have we got more friends or fewer friends than we had around 
the world, say 10 years ago? 

Secretary DuLLE Are you talking about governments or people? 

Mr. PILcHer. fe am talking about both. 

Secretary Dutuxs. Well, that is a very difficult question to answer. 
I don’t feel really qualified to give an answer in that respect. 

The policies of the United States as I have indicated in the past, 
are not just designed to win friends and we are not running popularity 
contests. We are trying to carry out policies which we believe will 
serve the enlightened interests of the United States and the American 
people. Sometimes that requires us to take action which is not liked 
by other countries. We go ahead and take it just the same. 

I think that the United States is respected as much as it ever was 
and perhaps more than it ever has been. Whether or not we are 
liked as much, that is a very difficult question to define. 

[ find myself, in some of these other countries, that your popularity 
goes up and down. You take one action they like and they think 
you are wonderful <A few weeks later on you take some action they 
don’t like and they think you are terrible. 
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I don’t think the test of that kind of popularity should be a guide to 
American foreign policy. I think we have to look at. our foreign 
policy from the standpoint, as I say, of what serves the enlightened 
best interests of the United States. 

But giving in to what may be their political desires or necessities at 
the moment isn’t necessarily the best thing to do. We took action on 
the 1st of November on the question of delivering arms to Tunisia. 
We knew perfectly well that doing that would create a wave of anti- 
American sentiment in France, but the reason for doing that seemed to 
us to be compelling so we went ahead and did it. 

Later on, for what seemed to be good reasons, we gave some financial 
assistance to France. Well, then, they thought we were fine. 

So it goes up and down. 

I don’ t pay much attention, nor do I try to get a barometer. We 
used to conduct some kind of opinion polls. I instructed awhile ago 
that they should be cut out. I think it is a waste of money and time 
to use these funds that you appropriate to conduct these polls to see 
how popular we are at a given time, so we have just cut it out. We 
do the thing we think is right. We think it is going.to gain in the long 
run the respect of other peoples if we do what is right, and we shrug 
off a good bit the questions of what make us popula ror unpopular. 

Mr. Pivcuer. Don’t you think the extension of reciprocal tr ade is 
just about as important to us as this mutval security program? 

Secretary Dutuss. I do, indeed. I exnressed myself to that effect 
when I testified on Monday, day before yesterday, before the Ways 
and Means Committee. I said there and I am glad to repeat here 
that the trade agreements program, and the mutual security program 
are two indispensables. I believe if either of them collapse, you will 
be in a bad way. 

Mr. Pitcuer. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Morano. 

Mr. Morano. Thank vou, Mr. Chairman. 

Mr. Secretary, I wish to compliment you for the very vigorous 
statement you have made in support of this program. 

We have entered into an agreement with Great Britain, as I under- 
stand it and it provides the British will supply the bases and we will 
supply the missiles and the personnel to man the missile bases in 
Great Britain. Is that right? 

Secretary Duties. As to the questions of who mans the missiles 
and training, the actual agreement in that respect provides that the 
missiles will be manned and operated by United Kingdom personnel 
who will be trained by the United States Government for the pur- 
pose of this project at the earliest feasible date. There will pe rhaps 
be some United States personnel present at the beginning to assist 
the British training. 

Mr. Morano. There is no authority in that agreement, or is there 
authority in that agreement, providing for the firing of the missiles? 

Secretary Duties. The agreement provides that the firing of the 
missiles will be a matter for joint decision, the decision to be taken 
in accordance with the principle established by article 5 of the North 
Atlantic Treaty which says an attack upon one is an attack upon all. 

Mr. Morano. Now, the money for the missiles production and the 
delivery of the missiles to the bases, where does that come from? 
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Secretary Duuurs. That comes out of a military program that 
has been authorized by the Congress in the past. I prefer to deal 
further with that, if you want me to go further, in executive session. 

Mr. Morano. Could you answer in open session as to whether or 
not any part of the money authorized by this bill that is before us is 
used for that purpose? 

Secretary Dutuxs. I might say that it is anticipated that this cost 
will be covered by funds alres ady appropriated. 

Now, I am not in a position to say- 

Mr. Morano. Under the previous program? The mutual security 
program? 

Secretary Duties. That is correct. 

I am not in a position to say that if the costs unexpectedly exceeded 
what we would think would be sufficient to cover it, how that would 
be dealt with. I just don’t know about that. I would rather have 
you ask some of the Defense pe ople about that. 

Mr. Morano. Now, Mr. Secretary, as a result of this agreement 
we hear rumblings from Great Britain’ that there is a possibility that 
the Macmillan government may be overthrown. Would you care 
to make any observation about that? 

Secretary Duties. No, I don’t think I would like to comment on 
that. 

Mr. Morano. Would you care to say whether or not this agreement 
is firm and is expected to be consummated to the point that we wish 
it to be? 

Secretary Duties. I would prefer not to go into thé at in open sessien. 

Mr. Morano. All right, then, we will get to another field. 

You made a statement earlier to the effect that the development 
fund was oversubscribed—applications up to $1 billion. 

Would you care to say from which area the principal number of 
applications—-which area of the world the principal number of appli- 
cations come from? Is it Europe, is it Asia, is it the Far East or is it 
Latin America, or what? 

Secretary Duties. They mostly come from Asia. 

Acting Chairman Morean. You have a half minute left, Mr. 
Morano. 

Mr. Morano. Now, are you going to handle these applications to 
the development loan ‘fund on a first come, first served basis, or pro 
rata, or what? 

Secretary Duties. I think you better ask Mr. Dillon about that. 
There is no sense in my getting him to whisper it to me. He will be 
before you and he is my principal representative in the handling of 
this fund. 

Mr. Morano. I will get on to another question if I may, just one 
more question, Mr. Chairman. 

Mr. Zan.ocki (presiding). I am advised you have 30 seconds re- 
maining. 

Mr. Morano. Does this joining of Egypt and Syria in any way 
have any effect on our adopting the Middle East doctrine, adverse or 
favorable, Mr. Secretary? 

Secretary Duties. It has no effect, of course, upon the authority 
contained in the resolution which states that if there should be an 
attae: |y a y cou try dominated by international communism we 
wou d, upon reques , g) to the defense of the attacked country. As 
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to whether or not this increases or decreases the likelihood of attack 
by any country dominated by communism, I can only say that we 
hope the result will be that the combined Syrian- Egyptian area now 
in one country will be stronger and more vigorous and more deter- 
mined to maintain its own genuine independence and not fall under 
Communist domination. That is our hope and there are reasons to 
believe that hope is not wholly unjustified. 

Mr. Morano. In other words, if that hope is realized, it will be a 
favorable—— 

Secretary Duties. It will be a favorable development. 

Mr. Zasuocki (presiding). Mr. Coffin—— 

Mr. Corrin. Mr. Secretary, I am a little bothered about this item 
of technical assistance. The President has said that it should gradu- 
ally be increased and you have said we should have a moderate 
expansion. 

Yet, you are asking $5,100,000 less under that title of the bill than 
we authorized last year. Now, I realize that the appropriation actu- 
ally was for $130 million last year and we had $12 million carryover, 
so that left us with $142 million. 

I think that members on the floor will say, ‘‘Well, now, if we are 
asking for less than our committee authorized last year, what is the 
need for appropriating the full amount?’ 

In other words, we would have to have a far better record of appro- 
priation this time than we did last year, where they cut it around 
27 percent, if we take into consideration the amount we had for 
carryover. 

Now, this concerns me because I just feel that here is one program 
that has been the freest of criticism. We are increasing defense 
support which has been perhaps the chief object of criticism. And 
I think defense support is necessary, but I am just wondering if we 
are putting enough emphasis into tec hnical cooperation—are we living 
up to, realistically, a moderate expansion? 

Secretary Duties. I think we are. Of course, we always face a 
certain practical dilemma which you members of the committee will 
all realize, whether we attempt to discount a possible cut by the 
appropriations committee, over what we asked for. We try to ask 
for what we need and assume we are going to get what we need and 
we are asking for more than we got last year. We certainly hope we 
are going to get. it. 

Mr. Corrin.- You wouldn’t even be happy to get a little bit less 
than we got last year. 

Secretary Duties. No. We want more than we got last year. 

Mr. Corrtn. In order to help myself as I go into the debates on 
this subject, what was the effect last year of cutting down the $168-, 
900,000 authorization to $130 million appropriation with $12 million 
for carryover? How did that affect the technical assistance activities? 

Secretary Duties. It slows them down. 

Mr. Corrin. Did it involve a necessity for laying off personnel or 
closing out certain projects? 

Secretary Dutues. I think I am going to have to ask you to ask 
either Mr. Dillon or Mr. Smith about that. 

Mr. Corrin. Well, is it fair to say this, that your estimate this year 
of $163.5 million is a more rockbottom estimate than even what we 
finally authorized in this committee last year? 
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Secretary Duties. Yes. 

Mr. Corrin. So that this is a type of figure with less carryover to 
begin with than we had last year? 

Secretary Dutxes. There is no carryover in this figure. 

Mr. Corrry. And would it be fair to ask if there is going to be 
even a continuation of the effectiveness of programs before 1958, that 
you would need to have substantially more than you got last year? 

Secretary Duuuss. Yes, sir. 

Mr. Zasxock! (presiding). Mr. Prouty——— 

Mr. Prouty. Mr. Sec vatany earlier I believe you said we were 
spending approximately 15 percent of our gross national product in 
our conduct of the cold war in its various ramifications. 

Secretary Duturs. Ten percent. The Soviet Union we roughly 
estimate is spending about 15 percent. 

Mr. Prouty. Percentagewise then Russia is spending more than 
we are. 

Secretary Duties. That is correct. 

Mr. Provry. Would you hazard a guess as to what percentage of 
our gross national product we would have to spend in order to main- 
tain our own security, if indeed that is possible, if foreign bases and 
the use of friendly foreign troops were not available to us? 

Secretary Duties. Well, | would say it would be very much closer 
to 20 percent than it is to 10 percent. 

Mr. Farsstrei1n. Will the gentleman yield? 

That is to keep the same ratio we have now. 

Mr. Proury. No; I am assuming our costs would be much higher 
if we had to go it alone than if we enjoyed the help of allies throughout 
the world. 

Now, I would like to return to the summit conference for just a 
minute. I should like to have your position clarified. 

As I understand it, you are opposed to a summit conference until 
such time as it offers greater hope of success as a result of talks at 
lower diplomatic channels. Is that correct? 

Secretary Duties. Yes; that is correct. 

Mr. Proury. Recently, I believe within the last 2 or 3 days, the 
Associated Press conducted a survey in Russia, in which they con- 
tacted, I be lie ve, all of the important western diplomats and ace ording 
to this survey "not one of these individuals had been given instructions 
by his gove rnment to engage in any such talks. I believe also that 
Russia has made no such overtures. 

Now, my question is this: Do you anticipate that such talks will 
get underway in the reasonably near future? 

Secretary Duties. I don’t think I can forecast that, for this reason: 
The first talks have got to be between allies, and there are various 
study groups that have been set up within the last few days to try 
to study some of the possible subjects that might come up, with a 
view to helping to arrive at an agreed position as to what subjects we 

consider appropriate, what subjec ts we consider indispensable, and 
mtr could be a common position that we might take on those subjects. 

I think that few things would be more disastrous than to go into 
such a meeting without full agreement between the principal allies 
as to what our views were on some of these important topics. That 
would give an opportunity to the Soviets to expose publicly differences 
which might have a very disastrous effect upon our alliance. 
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The first thing to be done is to conclude the studies as between 


ourselves. After that is done, then you may approach the second > 


stage which would be discussions with the Soviet Union. 

Mr. Provury. But you don’t anticipate action in that respect in 
the foreseeable future? 

Are we having difficulty in getting together with our allies to 
establish some sort of agenda? 

Secretary Dues. It is immature now to say whether there would 
be difficulties or not because we have just started, but I would point 
out that there are different considerations which we weigh differently. 
For example, the United States is more vulnerable to long-range mis- 
siles and less vulnerable to conventional weapons The countries in 
Europe that are adjacent to the Soviet Union are more in danger from 
conventional forces than we are. We are far advanced in terms of 
some new types of weapons, so there are different factors that bear 
upon our national policies that could create some differences. The 
problem of combining those into a united position is a very important 
one. 

We did create, on disarmament, a united position which was pre- 
sented to the Russians last August, in London. That was a difficult 
achievement to bring about that degree of unity between the United 
States and our other NATO allies. 

As soon as you begin to start on something different, you face 
another major problem. I think we will reach agreements as we 
have in the past, but I wouldn’t want to mmimize the difficulty of 
the task. 

Mr. Provuty. Once such agreements have been reached with our 
allies, would you think it reasonable that we engage in talks with 
Russia, at least at the ambassadorial level? 

Secretary Duties. I would think so, although again there is the 
question as to how those preliminary talks would be conducted and 
who should conduct them. It raises difficult questions. 

Mr. Prouty. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Farbstein - 

Mr. Farsstrern. Thank you, Mr. Chairman. 

Mr. Secretary, would you say that the hydrogen bomb tests come 
within the context of your statement that the Communists want a 
summit conference to show that the cold war is over? 

Secretary Duties. I am not quite sure I get your question, sir. 

Mr. Farrstern. You said that the Communists want a summit 
conference to show that the cold war is over, in order to discourage 
the peoples of the free world from going along with foreign aid, et 
cetera, et cetera. 

Secretary Duties. That is correct. 

Mr. Farestern. I ask you therefore, would you say that the 
hydrogen bomb tests come within the context of the statement that 
you made with relation to the desire by the Russians for this summit 
conference? 

Secretary Duties. I am quite confident that one of the objectives 
which will be pursued by the Soviets, if there is a summit conference, 
will be to bring about a suspension of the testing of nuclear bombs; yes. 

Mr. Farsstern. Well, do you think it might be profitable if we 
negotiate separately, aside from any summit conference, the suspen- 
sion of hydrogen bomb tests? 
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Secretary Duties. When you say “we,” you refer to the United 
States? 

Mr. Farsstein. Yes, of course. 

Secretary Duties. Alone, without our allies? 

Mr. Farsstern. We can put it both ways. First, ourselves, and 
secondly with our allies. I think they are more worried about it than 
we are. 

Secretary Duties. I doubt very much that it would be practical 
to negotiate any suspension of testing just between the United States 
and the Soviet Union and which would leave our allies free to do test- 
ing. I don’t think the Soviet Union would tie itself up in that re- 
spect, if, let’s say, the United Kingdom and perhaps France were go- 
ing to proceed with testing. 

I doubt myself, on the basis of the advice that I get from military 
experts and the Atomic Energy people, that it would be in the interests 
of the United States to suspend testing, apart from other measures. 
That I might say is also the view of a number of our NATO allies. 

Mr. Farssrer. When you talk of other measures, do you refer to 
the discontinuance of the manufacture of plutonium, et cetera? 

Secretary Duties. Yes. 

Mr. Farssrern. Well, couldn’t we possibly negotiate the discon- 
tinuance of hydrogen bomb tests without going to this negotiation 
with a set agenda? Perhaps by give and take, we might arrive at 
some solution that would be acceptable both to the Communists and 
the United States and its allies. 

Secretary Duties. We might, although I would point out that is 
hardly a subject which the friends of the United States ought to 
engage themselves in. It is a highly complicated and technical 
matter. 

We negotiated on it pretty intensively for about 3 years, now, with 
the Soviet Union. 

[ don’t think the President of the United States ought to tie himself 
down to a 3-year negotiation, personally, with the Soviet Union. 

Mr. Farsstei1n. Do you feel entirely discouraged insofar as this 
negotiation is concerned, by bodies a little bit below the President? 
Let’s say your own office. 

Secretary Duties. No; I am not discouraged about it at all, but I 
think that is the proper way and place to conduct these matters, at 
least up until the final stage. 

Mr. Farssrern. Well, do you think the question I previously asked 
could apply to your office as to whether or not in your opinion it could 
profitably be negotiated at this time? 

Secretary Duturs. Well, I think the general topic can be profitably 
negotiated. 

Of course, you know, Congressman, that the Soviets at the present 
time, have broken off all channels of negotiations. It is amazing the 
way the Soviets seem to get away with world propaganda about how 
they love peace and want to ban the bomb and so forth, and they 
have broken off any negotiations in the United Nations Disarmament 
Subcommittee. 

The United Nations revamped the Disarmament Commission, 
bringing in a lot of so-called neutrals in an effort to make it more 
acceptable to the Soviet Union. Yet, the Soviet Union refuses even 
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to—it says it will not even come to a meeting of the Disarmament 
Commission set up by the United Nations. 

In a further effort to break the impasse, the NATO people suggested 
a meeting of foreign ministers to try to find a way out. They say 
they won’t do that. 

So far the Soviets, while they profess to want to make progress in 
the disarmament field, say they will not use any known available 
mechanism for doing it, except to inject that matter, perhaps, into a 
summit meeting. That is not a procedure which I think commends 
itself. 

Mr. Farsstein. That is all. 

Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Bentley 

Mr. Bentiey. Mr. Chairman, and Mr. Secretary, though this is 
somewhat belated, your presence is welcomed and your statement is 
appreciated no less at this end of the table than that at which you sit. 

In answer to a question from Mr. Carnahan, I think you said that 
since the end of World War II about 700 million people have lost their 
independence, while at the same time some 750 million people have 
gained it. It is nearly an exact parallel. 

At the bottom of page 7 of your statement, sir, you spoke of the fact 
that if we didn’t have a mutual security program, it would mean giving 
away to communism the freedom of several million more people. 

My first question would be, with reference to the 700 million who 
have lost their independence since the end of World War II, in the case 
of any country or any people, did that loss of independence occur 
because of either the absence or inadequacy of a isla security 
program? 

Secretary Duuuss. I believe that it occurred because of the absence 
of either or both of two things. 

First, we did not have at the end of the Second World War any 
system of collective defense, such as has since been developed. 

And let me point out that no country with which there has been a 
mutual security treaty has fallen under international communism. 

Also, we did not at that time have any mutual security program 
which is designed to reinforce our relations by actually building up 
forces, and strengthening economies, and giving greater vigor to resist 
to the governments of endangered countries. 

That system has developed in a gradual evolution since the end of 
World War II. We did not have such a system full grown at the end 
of World War II, and most of the losses I speak of took place during 
the early postwar period before this system had evolved. 

Mr. Bentiey. Mr. Secretary, you said there is no country with 
which we had a mutual security treaty that had fallen under inter- 
national communism, but is there any country to which we extended 
some form of mutual security assistance that has gone under the 
domination of the Communists since World War II? 

Secretary Dutuzs. No; I think not. 

Mr. Bentuey. China could not be included in that category? 

Mr. Vorys. North Vietnam? 

Secretary Duties. No;I don’t think so. Of course, we did extend 
a good bit or offer to extend a certain amount of assistance to Na- 
tionalist China, but that was pretty well cut off, the available credits 
and so forth, and it was not a well organized functioning system such 
as is now reflected by our mutual security treaties. 
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Of course, we did not have any collective defense treaty with 
Nationalist China and the program which we had was a sort of a 
hodgepodge—an immediate transition in a way from the fighting 
war to a new situation, and I don’t think it could be fairly said that 
any country with which we have either a collective defense treaty, 
or with which we have an organized mutual security program, has 
fallen under international communism. 

Mr. Bentiey. Thank you, sir. 

Now, I would like to ask another question, if I may. 

To what extent do the Soviet activities, either in the military, the 
economic, or the political field, determine our own level of expendi- 
tures, ‘neofar as mutual security is concerned? 

In other words, some people say that the Soviets are forcing us to 
spend so much to match their own activities. How much justification 
is there in such a statement? 

Secretary Dutues. Very little. 

We have programs which essentially stand on their own footing, 
and we have not altered those programs in order to compete with the 
Soviet Union. 

Much of the assistance for the Soviet Union goes into such countries 
as Egypt and Syria, and now the new Arab Union, and we have no 
programs at all in those countries, partly because we felt there was a 
tendency to play off one side against the other, and we don’t like to do 
business on those terms. 

Mr. Bentuey. Then, our expenditures would continue regardless 
of what the Soviets were or were not doing? 

Secretary Duuuss. As far as the economic aspect of the program is 
concerned, I would say that we ought to carry that program, regardless 
of what the Soviets are doing, because it is a part of a normal process 
whereby the more highly developed countries help the less developed 
countries to develop themselves, and because, as I pointed out, due to 
the high risk attached to some of those situations, it can be done less 
by private capital. 

If your risks go down, which they would do if you did not have the 
Communist cold war activities there, then I think that most of this 
program could be and would be pic sked up by private capital. 

In other words, it is the cold war activities of Communists which 
force a certain segment of this into a governmental channel rather 
than private channels. 

Mr. Bent ey. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. O’Hara—— 

Mr. O’Hara. Mr. Secretary, I was pleased when a number of my 
colleagues, after you had completed your eloquently impressive state- 
ment, remarked it was the best presentment they had ever heard you 
make. 

It struck me that that was natural, because now you have reached 
those ripe. culturally and intellectually rich years when one is three- 
score and ten. I join with my colleagues in warm congratulations 
on your 70th birthday, which was celebrated only yesterday. 

Mr. Secretary, I was concerned in Africa to notice the very limited 
number of Negro men and women among the personnel at our em- 
bassies and our consulates in countries that are 90 to 95 percent 
Negro. 

Can that situation be remedied? 
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Secretary Duties. I would prefer if you reserved that for the 
executive session this afternoon. It is a somewhat sensitive subject. 

Mr. O’Hara. I had another observation to make along this same 
line, but I will reserve that until later. And this also you might not 
want to answer here: when Mr. Fulton was directing some questions 
in regard to Israel, I thought that you were not answering with the 
same firmness and enthusiasm with which you answered similar ques- 
tions a couple of years ago. 

Should those questions be reserved for the executive session? 

Secretary Duuues. I think so; yes. 

Mr. Fuuiton. Would the gentleman vield on that vital point? 

Acting Chairman Morean. Will the gentleman yield? 

Mr. O’Hara. I yield. 

Mr. Futron. I wouldn’t want it to appear on the record publicly 
that there was anything other than an affirmative statement with no 
secret exceptions in executive session, on your answers previously on 
Israel. 

Secretary Dutues. I am not qualifying my answers to Mr. Fulton 
in any way. 

Mr. Futron. That is what I meant. 

Secretary Duties. But I think if you want to elaborate and go 
into this further, I would rather do it in executive session. 

Acting Chairman Morcan. Proceed, Mr. O’Hara. 

Mr. O’Hara. Mr. Secretary, I have one comment to make. I 
think you have graphically presented and emphasized the critical 
times in which we are living. At such a time surely we need a rebirth 
of a strictly bipartisan approach to the problems of world tensions. 
That is difficult when the President turns politician upon occasions 
and makes distinction strictly on party lines and not on the basis of 
support of his foreign recommendations. 

Secretary Duties. When you use the word “President,’’ do you 
include ex-Presidents? 

Mr. Futon. Touché. 

Mr. O’Hara. You are leading up to what I have in mind. Why 
cannot the President of the United States and the two ex-Presidents 
sit down and talk and think things out together and come out with a 
joint statement. It is not setting a good pattern for the Congress 
and the American people in times of dangerous stress for anyone to 
go on harboring a peeve or private grudge. If we work on the prin- 
ciple that politics ends at the ocean Jine, which I think the desirable 
guide, then surely we should not give any different impression to the 
world by our personal conduct. 

Do you have any comment to make on that, Mr. Secretary? 

Secretary Dutuzs. No, sir. 

Mr. O’Hara. Mr. Secretary, you are a diplomat. 

Acting Chairman Morean. Mr. Curtis. 

Mr. Curtis. Mr. Secretary, we hear from people back home who 
are especially interested in economic aid. For those holding that 
point of view, it would be helpful if some of this defense support 
could be classed as economic aid. 

You referred to that earlier during the discussion of the name given 
to defense support. You mentioned that the purpose was to help 
countries maintain military forces. But couldn’t we also look at it 
from the point of view of how this money is spent? And if a good 
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portion of it is spent for economic needs, for what some people call 
‘peaceful purposes,’”’ wouldn’t it be helpful to this segment of opinion 
to so classify it? 

Secretary Duties. Well, it probably would be helpful to that seg- 
ment of opinion. I think there is another segment of opinion where 
it might not prove so helpful. 

It is a very difficult subject, Mr. Curtis. 

It is true, of course, that these funds constituted economic assistance, 
but we try in the main to treat defense support as, in a sense, com- 
pensating an economy for the subtraction that occurs because the 
other country maintains forces larger than it would be able to maintain 
if the economy was left alone. 

We think that the forces are in the common interest. In certain 
cases we want to have a level of forces which does constitute a very 
substantial subtraction from the economic viability of the country 
concerned. 

In effect, we say, ‘‘Well, you maintain that level of forces,” and if 
they say, ‘Well, we just can’t afford that because our economy can’t 
bear it,’’ we say, “Well, if you maintain that level of forces, we will 
make up for it in this way.” 

The purpose of it primarily—the definition is somewhat technical— 
but the purpose by and large is to compensate for the subtraction. 
The purpose is not to make, you might say, a net addition. 

Now, what is commonly called economic assistance is designed to 
effectuate an addition to the economy. The other is to prevent a 
subtraction from the economy. 

Mr. Curtis. Mr. Secretary, that is the purpose, but the actual 
spending of the money may be for economic items. 

Secretary Dutues. It not only may be, but in a large part is. 

For example, if you have such a large amount of your manpower in 
the armed forces there that they cannot harvest crops, let us say, 
we would want to put in some harvesting machinery so that the crops 
get harvested. That is an oversimplified illustration of the point 
I am trying to make. 

Mr. Curtis. Thank you, Mr. Secretary. I have one other question. 
I want to read from a headline of one of the W ashington papers of 
vesterday: 

United States to set up four bases in Britain for firing 1,500-mile Thor missiles. 
And I see other references to these as American bases. 

Wouldn’t it be a little more accurate and better to refer to these as 
British bases? 

Mr. Jupp. Or NATO bases. 

Secretary Duties. Yes, I think it would. They are really joint 
bases in the sense that they are to be used in accordance with the 
principles of the North Atlantic Treaty. 

Mr. Curtis. Well, I am told, Mr. Chairman, that when the 
Russians go into a country, they don’t advertise that what they do 
are Russian activities. It is done rather quietly through volunteers 
and various other ways, and I think it is a little unfortunate to have 
headlines that give the impression that these are American bases. 

Acting Chairman Moraan. The Secretary has a luncheon engage- 
ment at 1 o’clock, and I would appreciate it if the committee would 
let him go because he is going to return at 2:30 in executive session. 





212 MUTUAL SECURITY ACT OF 1958 


Mr. Zasiocki. Mr. Chairman, before we adjourn I believe there is 
one statement made by a member of our committee that should be 


clarified : 


Inefficiency does not justify the continuation of the program. 


I believe the Secretary should be allowed to give his judgment of 
the percentage of inefficiency so as to put: that statement in perspective. 

Acting Chairman Morean. Can you answer that, Mr. Secretary? 

Secretary Duties. No, I can’t answer it. Possibly those closer to 
the program could give an answer, though I doubt it lends itself to 
any mathematical definition. 

There are degrees of inefficiency. 

For example, if you could get the pick of all the best people in the 
United States and could order them out of General Motors or General 
Electric, or any of our big corporations and say, ““Now, we want you to 
stop your work and we want you to go to Iran,” or some other place, 
we would get a lot better results. We can’t do that. The Russians 
ean do that kind of thing. They can order their people around any- 
where they want. We can’t. We have to get people who are willing 
to go. 

And I want to say this: I have been to most of these countries. 
I have been to almost 50 countries since I have been Secretary of 
State, and in all these countries, I try to talk with the groups who are 
representing the United States there, and I think that by and large, 
they are a wonderfully fine, dedicated group of people. 

But I would also have to admit that they are not absolutely the 
best people. If you had the pick of all the people in the United 
States and could send them there, you would get a much higher rate 
of efficiency. 

So, when you try to measure inefficiency, it is an extremely difficult 
thing to do. It depends upon standards you use in measuring. 

This program competes with a lot of other programs, national and 
international, for talent. We get a pretty good cross section, although 
I am bound to say that corporations which can pay far more by and 
large get better and more efficient people. 

Mr. Zasuocki. Mr. Secretary, we all realize your desire for ac- 
curacy. Therefore you do not want to hazard a guess, but is it not 
true that despite the fact that there may be 2 or 5 or 10 percent of 
inefficiency, it still does not warrant abolishing the program. 

Secretary Dutuxs. I certainly agree with you, Mr. Zablocki. 
When you try to apply this efficiency test to an operation that is vital 
and indispensable, you are not applying the right test. 

You will all recall that in the course of the war our Air Force 
bombed out a town in Switzerland on the assumption it was bombing 
Germany. 

Now, you didn’t say on that account, “Let’s abolish the Air Force 
in the middle of the war.”” That would be comparable to what you 
would be doing here if you said, because there is inefficiency, therefore 
you wipe out the program. 

Mr. Jupp. There have been failures in the program, but the pro- 
gram has not been a failure. 

Mr. Zasxocki. Former President Truman yesterday commenting 
on foreign aid inefficiency said something like, ‘Don’t sink the ship 
just to patch up a few holes.” 
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Mr. Jupp. “Don’t scuttle the boat in order to stop the leaks.” 
That is what he said, I think—and it is very pertinent. 

Acting Chairman Morean. The hearing is adjourned until 2:30. 

(Whereupon, at 1 p. m., the hearing adjourned, to reconvene at 
2:30 p. m., in executive session. ) 


AFTERNOON SESSION 


The committee reconvened in executive session, at 2:30 p. m., room 
G-3, United States Capitol, Washington, D. C., Hon. Thomas E. 
Morgan (acting chairman) presiding. 

Acting Chairman Morcan. The committee will come to order. 

We meet in executive session in the continuation of the hearings on 
the Mutual Security Act for 1958, making authorizations for the fiscal 
year 1959. 

I think we will start at the lower end of the table. 

Mr. Curtis. 

Mr. Curtis. No questions. 

Acting Chairman Morean. Mr. Farbstein. 

Mr. Farsstein. Mr. Secretary, I didn’t want to pursue the point 
that I was questioning you about this morning in relation to the deto- 
nation of a hydrogen bomb. In answer to one of my questions you 
said that you didn’t think that the President ought to partake. I 
would like to know why you think the President shouldn’t partake in 
this possible settlement of that question because it seems to me that 
the very survival of humanity may depend on the discontinuance of 
the hydrogen testing. 

To me it is one of the most important subjects presently facing the 
entire world. To me it also seems there could be a special meeting 
held for the sole consideration of that one subject. 

I would like to get your reaction. 

Secretary Duuuzs. | think the point I tried to make is that in a 
negotiation of that sort which cannot be concluded except as a great 
mass of details are worked out, the negotiation I think inescapably 
has to be conducted primarily by people other than the President 
himself. 

Mr. Farsstein. I will agree with that, but suppose the President 
were to take the lead in connection with this particular project. Once 
he took the lead, thereafter the negotiations could take place by 
those whom he designates. If it proves unsuccessful after tremendous 
efforts, then we would be in the position of having shown that in this 
particular situation which we deem so important that we were going 
all out for a disposition or a settlement. 

Secretary Duties. If what you are speaking about is just a dis- 
continuance of testing, I don’t think that is, itself, a very vital ques- 
tion. There is some difference of opinion as to whether or not testing 
is injurious to health, but with the increasing trend toward cleaner 
weapons, the increase in capacity to have tests under conditions which 
do not pollute the atmosphere, I think the question of testing is a 
aie one. What is going to destroy, perhaps, humanity, is the 
use of these in war. 

We have made proposals to get at that problem, but so far we have 
had no response. The Soviets are willing to say ‘‘Stop testing,’ but 
they are not willing to say, ‘Do something to stop the manufacture of 
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these weapons.” I think that it is important to deal with this issue 
more broadly. 

As I said this morning, if our allies were not prepared to stop, 
I do not think the Soviets would be prepared to stop just if we 
stopped. They are not going to stop and let the British and maybe 
the French and maybe later on others develop their weapons through 
testing when the Soviets are bound to stop testing. Therefore, I do 
not quite see the likelihood of an agreement, just between the Soviet 
Union and the United States, nor if it is only limited to testing do I 
see that it would really go to the heart of the problem. 

Mr. Farsstern. I appreciate the position of this country insofar 
as manufacturing and testing is concerned. I know what our position 
is. Nevertheless, if we commenced a negotiation perhaps we could 
arrive at some understanding by give and take. If we take an 
adamant position and they take an adamant position and nobody 
moves, where are we going to go? 

Perhaps, as I said a moment ago, by give and take, through negotia- 
tions, perhaps with this particular subject we may be able to come to 
an agreement over and beyond the mere testing. That is why I am 
so concerned about a separate negotiation aside from the general 
package of disarmament, so to speak, in connection with the hydrogen 
bomb. 

That is all, Mr. Chairman. 

Acting Chairman Moraan. Mr. Bentley. 

Mr. Brentiey. Mr. Secretary, I would like to ask questions on two 
subjects if I may, sir. The first one with respect to Korea. 

Did I understand from your remarks this morning that regardiess 
of what the Chinese may or may not do with respect to their proposed 
withdrawal of troops from North Korea that our program with regard 
to South Korea is not going to be changed thereby as we can foresee 
at the present time? 

Secretary Duties. I doubt that our program will be appreciably 
changed as a result of anything that the Chinese are likely to do. If 
the Chinese take their forces out of North Korea, they don’t have to 
take them very far, you know [security deletion] just across the Yalu. 

Mr. Bentuey. If I could skip around the world, Mr. Secretary, to 
the problem in Algeria, I think a lot of us are concerned with the 
usage that the French have been or allegedly are making of our equip- 
ment, where they have taken it into their campaign in Algeria and 
particularly regarding this bombing episode on the Tunisian-Algerian 
frontier and, as I understand, the acceptance on the part of the French 
of our good offices in negotiations between the French and Tunis, 
is there any possibility that this Algerian situation may now come 
to be settled or may appreach settlement from an international stand- 
point? And the second part of that question, if 1 may add one final 
part to it, is there any hope that the French may be able to bring 
their forces and what equipment they may have that has been supplied 
by us, back to the mainland of Europe and take their part again in 
NATO? That i is, on the continental European mainland. 

Secretary Duties. That North African situation in its various 
aspects gives us very great concern. There are potentially in that 
situation the possibility of very great dangers, on the one hand to 
NATO in Europe, and on the other hand to the influence of the West- 
ern World in the entire African Continent. Whatever is done there, 
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whatever we do there, has to be weighed against these two usually 
conflicting considerations. 

[Security deletion.] 

Secretary Duties. As you know, Mr. Murphy is one of our most 
able and experienced diplomats and knows that area and is over in 
that area now in Tunisia at the moment on this goodwill mission. 
I think that he will make that mission succeed if any body can, but the 
surrounding conditions are extremely difficult. 

Mr. Bentuey. I guess my time is up. 

Thank you, Mr. Chairman and Mr. Secretary 

Acting Chairman Moraan. Mr. Coffin. 

Mr. Corrin. Mr. Secretary, on page 5 of your statement you say 
toward the bottom of the page: 

We believe that the ground forces maintained by certain of these countries can 
be reduced in number as more modern weapons enable firepower to go up. 

Do you confine that to conventional arms or does that statement 
include tactical nuclear weapons? 

Secretary Duties. That, in some cases, would include tactical 
nuclear weapons which would, of course, be under the control of the 
United States. 

[Security deletion. ] 

Mr. Corrrn. Do you contemplate different treatment of countries 
whose forces we help support as far as attempts are concerned to 
reduce them in number and replace numbers with more modern 
weapons, whether nuclear or nonnuclear? 

That is, you say, “In certain of these countries we believe the 
ground forces can be reduced.”” Why not all? 

Secretary Duties. We do not think that there should be a reduc- 
tion, for example, in the overall country ground forces in the NATO- 
{uropean area. We are hoping to get the Germans to build up their 
forces in that area. 

Now, there is a very sharp difference of opinion about military 
doctrine in these matters and the extent to which you need ground 
forces. 

The United Kingdom has gone pretty far over the proposition that 
you really don’t need much ground forces anywhere, but rely entirely 
upon your nuclear retaliatory power to preserve the peace. 

That view, however, is not accepted certainly to that degree by 
the United States. It is being studied by SACUER and the military 
group of NATO and we expect to get a study or report on that which 
can be presented to a meeting of the Defense Ministers which can be 
held probably sometime in April. 

(Security deletion.] 

Mr. Corrin. Thank you, Mr. Secretary. 

Acting Chairman Moraan. Mr. Prouty. 

Mr. Provury. Mr. Secretary, I should like to pursue just a little 
bit further a question I asked this morning, relating to the possibility 
of talks with Russia at the diplomatic level prior to a summit con- 
ference. 

As I recall it, you suggested that first we would have to reach a 
general area of agreement with our allies concerning the nature of 
the problems to be discussed. This seems sensible to me and I might 
add that I think your opposition to a summit conference now is fully 
justified. 
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I do wonder, however, if, to a certain degree, our general attitude 
doesn’t suggest a policy of intransigence. For if we refuse to talk 
with Russia, even about the simplest problems, how can we hope to 
solve any of the major ones? 

Secretary Duties. We do talk to the Russians about a great many 
problems. That is why the notion that we can’t negotiate except 
through the President is an erroneous conception. We negotiate 
with the Russians both here and in Moscow. 

We negotiated out the exchange program and we have other 
matters under discussion. We are negotiating with the Russians all 
the time. 

The idea that you don’t negotiate except through the President of 
the United States is just a completely erroneous idea. 

[Security deletion.] 

Secretary Duties. That doesn’t mean that you are not willing to 
negotiate. We have been negotiating this disarmament business with 
the Russians for 3 years or more. Indeed, we started negotiating 
with them under the so-called Baruch plan back in 1947. We have 
had 11 years of that negotiation with Russia. We are negotiating 
with them practically all the time. 

Mr. Provuty. Let me ask you this question: What do you consider 
the essential differences between your views and those of Mr. Stassen? 

Secretary Duties. Well—— 

Mr. Proury. I assume you have discussed these questions together 
many, many times. 

Secretary Duuuszs. I don’t know that it is wise for me to get into 
an analysis of the differences. [Security deletion.] I am _ perfectly 
willing to state my position and the reason for my position on its 
own merits, but I don’t want to get into the pros and cons of Stassen 
versus Dulles. [Security deletion.] 

Mr. Provury. I think there are many people who would like a frank 
answer to my question. Not because Mr. Stassen is running for 
political office, but because he has been concerned with this problem 
for a long time. 

Secretary Duties. Let me state that I have already expressed here 
a certain view which is that I do not think it is feasible or desirable 
to try to make any agreement with the Russians on the suspension 
of testing, as an isolated thing. In the first place, I do not think 
under present conditions that our allies would agree to that and I am 
quite confident that the Russians will not agree to tying themselves 
up in an agreement with us knowing that the British and maybe 
others are going to go on with testing. [Security deletion.] 

Mr. Provutry. Thank you, Mr. Secretary. 

Mr. O’Hara. I was detained in getting here because of my attend- 
ance on the floor of the House and I do not know if this matter has 
been discussed: Was the matter taken up in the executive session of 
the Negro personnel in Africa? 

Secretary Duuuzs. No. 

Acting Chairman Morcan. We have been waiting for you, Mr. 
O’Hara. 

Mr. O’Hara. In Africa, I talked with a number of Africans and I 
found much conversation pointing up the fact that we had very few 
Negroes at our embassies or consulates. 
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(Discussion off the record.) 

Secretary Duties. We have within the last few weeks appointed 
a Negro member of the Foreign Service of the United States to be 
Minister of Rumania. That is the first time that any Negro in the 
Foreign Service of the United States has been appointed a chief of 
mission. The first time ever. 

I don’t believe there is any discrimination being carried on against 
Negroes. 

(Discussion off the record) 

Mr. O’Hara. I was not referring so much to those in the higher 
ranks, but those to the lesser ranks. 

I wonder if you are getting among the new men coming in, a pro- 
portionate number of applicants who are Negroes? 

Secretary Duties. I cannot myself answer that question, but the 
only thing that comes to my knowledge are the top people. I don’t 
know about the lower level of people. I will try to get information 
on that for you. 

(The information is as follows:) 


NEGRO APPLICANTS FOR THE FOREIGN SERVICE 


The Department is unable to provide specific information concerning numbers 
of Negroes who apply to take the Foreign Service officer examination because 
questions concerning race, religion, etce., are not included on examination or 
application forms. The Department, however, is aware of the school which the 
applicant has attended and is, therefore, in a position to know that candidates do 
apply who are attending or have attended Negro colleges but cannot speculate 
regarding applications from Negroes attending mixed colleges and universities. 

The Department does not become aware of the racial origin of a Foreign Service 
officer candidate until after the candidate has successfully passed the written 
examination, and comes before the oral examining panel. On the basis of numbers 
of Negroes who appear for the oral examination, it is the opinion of the Depart- 
ment’s personnel officers that very few well-qualified Negro candidates apply to 
take the written examination. 

In recognition of this situation the Department has made a particular effort to 
include selected Negro colleges and universities in the annual or semiannual college- 
relations program. Foreign Service officers conducting the program visit the 
campuses of higher learning prior to each Foreign Service examination for the 
purpose of addressing interested groups of students and providing firsthand 
information about the examination and careers in the Foreign Service. In visits 
to mixed schools the need for well qualified Negroes is stressed in discussions with 
members of faculties and university officials. Despite this effort, too few well- 
qualified candidates have entered the competition. 

It is believed that the better qualified young Negroes choose careers in such 
professions as medicine, law, education, etc., and that the process of interesting 
more of them in careers in the Foreign Service will require continued special 
effort. 

Mrs. Botton. Would it be possible to ask the gentleman to yield 
for a moment? 

Acting Chairman Morean. Would you yield for a moment? 

Mr. O’Hara. Yes. 

Mrs. Bouron. I think you will find there are all too few Negroes in 
this country applying for work in the State Department and that 
they are very welcome. As with all applicants they must have the 
standards. 

We can talk more about this sometime at lunch. 

Mr. O’Hara. I was given to understand that they do not want a 
Negro appointed for political reasons Their position is like that of 
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Fiske University, when it selected Dr. Johnson, not because he was a 
Negro but because he was the best qualified educator regardless of 
his race. That is quite different from saying they do want Negro 
ambassadors. 

Mrs. Botron. It is quite a complicated business over there, and J 
should love to talk with you about it. 

Thank you. 

Acting Chairman Moraan. Mr. Adair. 

Mr. Aparr. Mr. Chairman, and Mr. Secretary, there has been a 
great deal of public comment about the fact that an American plane 
was used in the bombing of the Tunisian village. 

Are you able to give us any further information upon that point? 
Was it an American plane, and what kind, and how did it get into the 
hands of the French? I mean, was it a NATO plane? 

Secretary Duties. There were a number of planes that were used 
there. Most of them were planes of American manufacture, but tlie 
bulk of them—that is, the bombers—were purchased from the United 
States surplus, with their own funds and no conditions are attached to 
the purchase. It was more or less an open market commercial oper- 
ation some years ago. 

Now, in addition to the bombers, there were some Corsair fighter 
planes that were used, and they were part of the deliveries under the 
military assistance program. They were committed by the French to 
be used only for the defense of the NATO area. 

The French take the position that because Algeria is included in the 
NATO area under the North Atlantic Treaty, and because this par- 
ticular operation was in reprisal against an operation against Algeria 
from within Tunisia, that it fell within the concept of the defense of 
the Algerian area. We are not disposed to accept that interpretation, 
but those roughly are the facts. 

Mr. Apartr. Have we as a government made representations to the 
French Government, giving our point of view with respect to the use of 
these planes? 

[Security deletion.] 

Mr. Aparr. And Mr. Murphy has instructions along those lines? 

Secretary Duuues. Yes, sir. 

Mr. Aparr. Could you give me a notion as to the number of planes 
involved in this instance, both as to bombers and fighters? 

Secretary Duties. There were 11 or 12 B—-26 bombers and 6 Cor- 
sairs, as far as we know. 

Mr. Apatr. The fighters were all manufactured in this country? 
I know the bombers were. 

Secretary Duties. That is correct. All the planes were of United 
States manufacture. No; Mr. Dillon tells me there were in addition 
some French planes. 

Mr. Aparr. Has the Government of Tunis raised any objection 
with you, or with our Government, concerning the employment of 
these ‘planes? 

Secretary Duuues. I think not. 

Mr. Aparr. Thank you, Mr. Chairman. 

Acting Chairman Morgan. Mr. Fountain. 
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Mr. Founvrain. No questions, Mr. Chairman. 

Acting Chairman Morean. Mrs. Church. 

Mrs. Cuurcn. Mr. Secretary, I have not read yesterday’s Con- 
gressional Record. One of the Members of the other body inserted 
quite a document purporting to show the waning influence of the 
United States at the United Nations, and claiming that we had lost 
corresponding prestige throughout the world. 

Would you agree with that? 

Secretary Duties. No; I would not. I think if you just count 
votes in the United Nations, you could make up a record which would 
perhaps show that much. 

There was a large increase, as you know, in the membershi, of the 
United Nations. I think there were fifty-one members at the time 
the United Nations was launched ~‘ San Francisco, and there are 81 
members, I think, at the present time. 

Those additions in part represent members of the Soviet bloc itself, 
which is now 9, where it was 5, and also it represents, particularly from 
Asia, in terms of the new countries, a far greater number of so-called 
neutralist countries than were members before. 

So, there are in the United Nations more Communist bloc countries 
and more neutralist countries than had been the case previously, and 
I think that accounts for the difference. 

But on the important issues, the United States has, I think, demon- 
strated a quite extraordinary ability to win support. 

I was interested in the fact this last year—I think it was in the 
month of August or September, when the Hungarian matter came up 
again—that it was possible to get more votes for a denunciation of the 
Soviet Union. 

We got an extremely fine vote in support of the United States posi- 
tion and the allied position on disarmament matters. 

I would not accept it at all as correct that our influence in the world 
has waned. I think it is just as strong as it ever was. 

Mrs. Cuurcn. I wonder if you would comment on the present situa- 
tion in Indonesia. Are we attempting to do anything in that connec- 
tion, or are we staying out of it? 

Secretary Duties. We are pursuing what I trust is a correct course 
from the standpoint of international law, and we are not intervening 
in the internal affairs of this country. 

[Security deletion. ] 

Secretary Duttes. We would be very happy to see the non- 
Communist elements who are really in the majority there [security 
deletion] exert a greater influence in the affairs of Indonesia than has 
been the case in the past, where Sukarno has moved toward this 
so-called guided democracy theory, which is a nice sounding name for 
what I fear would end up to be Communist despotism. 

Mrs. Cuurcnu. Is there any chance for these people if they have no 
air umbrella and Sukarno continues to use American-bought planes to 
bomb them? 

Secretary Duturs. I think that there is a fair chance that out of 
this will come a curtailment of the trend toward communism. | 
don’t want to be more precisely detailed at the moment than that. 
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Mrs. Cuurcu. Thank you. 

Acting Chairman Morean. Mr. Zablocki. 

Mr. Zasiocxkt. Thank you, Mr. Chairman. 

I would like to read a paragraph from a letter which was included 
in the Milwaukee Journal of Saturday, February 22, which is troubling 
me. Mr. Secretary, would you care to comment on it? 

It refers to the curtailment of Canadian oil imports. It states: 

Although the monetary loss to Canada by this import curtailment is not great 
but the loss to the United States of the;trust of the Canadian people is something 
that cannot be replaced with money. 

We have watched your Government knuckling under to powerful and un- 
scrupulous oil lobbies whose interests are obviously not those of the American 
people, break solemn treaties with the Government of Canada for the sake of a 
few dollars, while at the same time you spent millions in the Middle East buying 
peace and security from people whom you will never be able to trust no matter 
what you give them. 

Would you care to comment on that paragraph, Mr. Secretary? 

Secretary Duties. Yes. I would say I don’t agree with it. 

Mr. Zasuockt. It is true that we are curtailing the importation of 
oil from Canada; is it not? 

Secretary Du uss. It is quite true that under this voluntary pro- 
gram, a program recommended by the President’s Committee and 
accepted in the main by the importing companies, the importing 
companies have somewhat reduced importations from various sources, 
including Canada. 

The original voluntary plan did not involve any curtailment of the 
movement of oil from Canada into the fifth district, which is west of 
the Rockies, and that is where Canadian petroleum primarily goes. 

Subsequent developments made it seem desirable to do that. It 
has been done to a relatively minor extent. The one accurate thing 
in that statement is that it did not involve any substantial amount 
of monetary loss to the Canadians. 

But I do think this, I think that when you have a worldwide 
industry such as this oil industry is, and when you have conditions 
so that production in this country is very low and the exploration for 
new wells is declining, that it is only fair and reasonable that this 
reduction should be equitably borne by all producing countries; not 
just by the United States alone. 

Texas has gone down to a 9-day month for production, and it is 
quite likely that some of the Oklahoma, Louisiana, and neighboring 
States will follow along the same line. 

Furthermore, unless there is a general reduction, it is almost cer- 
tain to lead to a very serious break in prices. That will affect, of 
course, the foreign producers. They will lose far more through that 
than they are losing through this method, which is designed not pri- 
marily to maintain prices, but to maintain a level of activity in this 
country which will keep prospecting going, drilling for new wells go- 
ing, and thus prevent the natural wealth of the United States from 
being used up in existing wells while we are not seeking to find new 
ones. 

That would be an unfortunate result which the President’s com- 
mittee has unanimously found contrary to the security interests of 
the United States. 

I do not think that if the facts were known and understood that 
there would be any serious exception taken by Canada. 
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[Security deletion.] 

Mr. Zasuocki. Mr. Secretary, did the Canadian Government file a 
formal protest? 

Secretary Duties. That is correct, sir. 

Mr. Zasiockr. You said if anyone knew the facts they would not 
take such a position? 

Secretary Dutuxs. I said, | think, if anybody knows the facts they 
would not really feel aggrieved by what is going on. 

[Security deletion.] 

Mr. Zasuocki. Mr. Secretary, my district does not include any 
part of Canada. But if we are br eaking a treaty with the Govern- 
ment of Canada and particularly since we have such fine relations 
with our sister nation to the north, it should be of great concern to 
all of us. 

I just want to ask one more question: Has the Middle East impor- 
tation of oil proportionately been curtailed? 

Secretary Duties. Yes. 

In fact, Canada has come out so far much better than either 
Venezuela or the Middle East 

Mr. Jupp. Will the gentleman yield? 

Mr. Zasuocki. I yield. 

First I want to thank you, Mr. Secretary. 

Mr. Jupp. This illustrates what we run up against at the United 
Nations. Every day the Russians get up and don’t need to make a 
speech of their own; they just read an editorial from some American 
paper, denouncing our American position on this or that. They can 
always find some American new spaper that takes Mr. Dulles or our 
policy to pieces, we are all in the wrong. The Russians get up and 
read it, and say, ‘‘Your own people say so.” 

Acting Chairman Morean. Mr. LeCompte. 

Mr. LeCompts. Thank you, Mr. Chairman. 

Mr. Secretary, we are honored and flattered beyond words when- 
ever you are here, and I for one feel that you have made one of the 
finest statements you have ever made to this committee as Secretary 
of State, and I think I have heard every one of them. 

I wasn’t going to ask you to comment further, but if I may make an 
observation, I agree emphatically with the gentleman from Ohio, 
Mr. Hays, and the gentleman from Minnesota, Dr. Judd, and the 
gentleman from Alabama, Mr. Selden, and 1 or 2 others that false 
rumors that appear in newspapers and over the air can do untold 
damage to the whole program. 

It isn’t something that you personally have time to do anything 
about, but if someone in the Department could nail down false stories, 
I think we might gain ground. 

I traveled with Mr. Carnahan and Mr. Merrow last year and they 
did an amazingly fine job in presenting the story, I thought. 

Secretary Dutuzs. Yes. 

Mr. LeCompre. But'one false story broadcast in new spapers and 
over the air can undo in one day what they can accomplish in a week. 
Or maybe more. 

Mr. Curperrie_p. Will the gentleman yield? 

Mr. LeCompte. I yield to you, yes. 
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Mr. CurpERFIELD. When Mr. Stettinius was head of lend-lease, he 
got up a document which he called True and False, and when we 
would find one of these rumors or false statements about what we were 
doing under lend-lease, he would tell the truth about it. 

Now, I just throw that out as a suggestion, because I get letters 
like you do, containing false rumors and those are the kind of things 
the people pick on about the whole program. 

Mr. Jupp. Will the gentleman yield? 

Mr. LeCompte. I yield. 

Mr. Jupp. | understand that Mr. Smith of ICA told the group 
down at the Statler that when he came into the job, he said, “I want 
to know whatever is wrong here. What are the criticisms?”’ 

His staff got up a digest of 67; he said only 4 of them turned out to 
be valid. 

Why haven’t we got that list here and the answers? 

Acting Chairman Morean. We have had the staff canvass all the 
newspapers for the last 6 months, and we have all the criticisms listed, 
and we submitted that document to the ICA and we will have an 
answer to that Monday. 

Mr. LeCompre. Mr. Chairman, I very much like your statement. 
I have gone along with the program down through the years because 
I am orthodox in my religion and regular in my politics, and it compels 
me to support a bipartisan foreign policy, believing as I do that elec- 
tions should be fought out on domestic issues. 

There is only one real question that I have, and that is in your 
statement on page 8. I am sure it is clear to others but it is not to 
me, about the development fund. 

It was authorized, as I understand it, in a bill last year at $625 
million, about a year ago, but an appropriation of only $300 million 
was made? 

Secretary Duties. There was $300 million appropriated for the 
current fiscal year, but also the Congress authorized $625 million 
more for the next fiscal year; that is, fiscal year 1959. 

There is hereby authorized to be appropriated without fiscal year limitations, 
not exceeding $500 million. 

Actually, there was appropriated only $300 million. 


In addition, there is hereby authorized to be appropriated without fiscal year 
limitations for advances to the fund, beginning in the year 1959, not to exceed 
$625 million. 

Mr. LeCompte. Now, the question I had, Mr. Secretary, this bill 
we have before us, w hich comes to us with the recommendation of the 
Department, c: lls for $3.9 billion. 

Does that include $625 million already authorized but not appro- 
priated? 

Secretary Duuues. Yes. 

Mr. LeCompte. In other words, in our present bill we don’t con- 
template going above—at the moment, we don’t contemplate appro- 
oreeon. above $3.9 billion? 

Secretary Duties. That is correct, and as far as the authorizing is 
concerned, you can subtract the $625 million from that, because that 
is already taken care of. 

Mr. LeCompte. I think the rest of the committee understood that, 
but for my own mind, I am glad to have that clear. I didn’t have it 
just right. 
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If I have any time, I yield back, Mr. Chairman. 

Mr. Vorys. Mr. Chairman, on that point, I just wonder, since it 
is no-year funds in both instances, whether there isn’t $825 million 
authorized that have not yet been appropriated. 

Secretary Duutuns. Yes; I think you are right. 

Mr. LeCompte. Mr. Chairman, if I haven’t used up my time, nay 
I yield to Mr. Fulton? 

Acting Chairman Morean. You have a half-minute. 

Mr. Futon. I wanted to say that I feel the program is running 
well. But I was glad to note that you had not tried to make an 
overall percentage estimate on so many different programs in trying 
to state how well the program was going. 

I think it is most difficult, because you can’t tell whether it is per- 
centage in amount, quantity, percentage of fulfillment of foreign 
obligations, or foreign policy. 

Acting Chairman Morean. Mr. O’Hara, the Chair has reserved 
some time for himself and would be glad to yield it to you, if you wish. 

Mr. O’Hara. Mr. Secretary, Mr. Fulton asked some questions 
concerning Israel, and I pursued them and you suggested they be 
reserved for the executive session. 

What is the present situation as regards Israel and the attitude of 
our Government in view of the formation of the New Arab State? 

Secretary Duties. As I said this morning and as I have said many 
times, we accept the State of Israel as a fact and as a fact not to be 
altered by any military, or forcible processes. 

Of course, as you know, the armistice agreements which now define 
the de facto limits of Israel are not supposed to be definitive bound- 
aries. The armistice agreement says these are not the final bound- 
aries. Someday, there will have to be a negotiation which will fix 
the final boundaries. 

{Security deletion.] 

Mr. O’Hara. I think at one time we had the thought that Nasser 
might not have been too unfriendly to Israel. 

Mrs. Cuurcn. Are you referring to President Nasser? 

Mr. O’Hara. Yes. 

Mrs. Cuurcn. When we talked with him in 1955, I had a feeling 
that there was nothing of the antipathy toward Israel, as such, in 
Egypt that we found in the other Arab countries. I felt that the 
situation had been intensified by the invasion. 

Would the gentleman yield for a question? Mr. Secretary, how 
would the banning of the Communist Party in Syria, affect the chances 
for the granting of help to Israel or any other country under the 
Eisenhower doctrine? Could we still claim Syria to be dominated by 
Communist influence? 

[Security deletion.] 

Mrs. Cuurcu. Thank you, very much. 

Mr. Farssrein. Mr. O’Hara, will you yield? 

Acting Chairman Morean. The gentleman’s time has expired. 

Mr. Fulton. 

Mr. Futron. Could you say whether the Eisenhower doctrine is 
successful to date in the Mideast area? 

Secretary Duuuxs. It is not completely successful as yet because 
there are still a lot of problems there and there probably will be for 
some time. But I would say that the Eisenhower doctrine has made 
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a very indispensable contribution to the relative stability of the area, 
and I found on my last trip there a few weeks ago, when I went to 
the Baghdad Pact meeting in Ankara, that the authority with which 
I could speak under the doctrine and the degree of participation which 
we could have with that pact under the authority of that resolution 
were helpful. 

[Security deletion.] 

Mr. Futon. So that the congressional resolution on the Eisen- 
hower doctrine has been an indispensable part of our United States 
foreign policy in the Mideast area? 

Secretary Dutizs. That is true. 

Mr. Futron. On the same type of resolution by Congress in the 
Far East, on Formosa and the nearby islands, would you say that 

resolution too has been a successful bulwark to our bipartisan foreign 
policy in the Far East area, in defending the island chain of the Pac ‘ific 
as well as South Korea? 7 

Secretary Duturs. Yes, indeed. I have been very agreeably sur- 
prised, I might say, at the ‘stabilizing effect which the Formosa resolu- 
tion subsequent to the treaty had had in the situation there. 

We forget very quickly, but I think perhaps some of us at least can 
still remember the fact that there was imminent danger of war at that 
time. There was active fighting going on in the straits. The Tachen 
Islands situation was very critical. The American forces moved in 
there to help the evacuation. We didn’t know whether or not they 
were going to be attacked, which would start off a war. 

Since that resolution was passed and the treaty made, the situation 
has been relatively stabilized. I don’t know whether it is going to 
stay that way or not, but we have had 3 years where the situation 
has been so much better than seemed possible before that resolution 
was passed, that we really should sometimes pause and take some 
things that are blessings. Whenever we get a blessing somewhere 
we for get about it and move on to someplace where we have trouble. 
We think almost always in terms of our troubles and not of our 
blessings but we do have some. 

Mr. Futon. I was just bringing up the point that on two fronts, 
that the bipartisan effort on United States foreign policy has been 
undoubtedly and distinguishingly successful in very upset areas of the 
world where great danger to peace existed. I do not mean that these 
areas have been completely pacified and calm but they are much better 
than they have been previously. 

Secretary Dutixs. Well, I would say this, Congressman Fulton. 
As we said when we brought up this Middle East resolution, that reso- 
lution was designed primarily to deal with one aspect of the problem— 
not all aspects of the problem. It was designed primarily to deal 
with the feeling that there was risk of Communist penetration and 
attack in the area. 

I think it served in that respect excellently. That doesn’t mean all 
the problems in the area are solved at all. 

[Security deletion] 

Secretary Duties. Whether or not there is a threat to the West 
from Arab nationalism is not clear. If one goes back and reads 
President Nasser’s book on the meaning of revolution, and so forth, 
one can have concern about that. But I would say that on the whole 
the result of the Mideast resolution has been to strengthen very much 





the r 
and t 
charé 
takin 
Syria 
this 1 
Mi 
Mi 
excel. 
mané 
grate 
and 
foreis 
Lil 
forei 
good 
Pres! 
prog! 
Tl 
as Pr 
ment 
have 
impo 
State 
the ¢€ 
M 
corp 
Se 
M 
Fy 
the 1 
whic 
OF 
Fore 
tary 
T) 
ame’ 
anyt 
milit 
has | 
assis 
mili 
opec 
T 
coul 
the | 
Why 
une 
Rig] 
W 
fore 
you 
Si 
tion 





MUTUAL SECURITY ACT OF 1958 225 


the northern tier of countries against the menaces from the North 
and that despite very great Soviet activities of a military and economic 
character, credits and grants in the area, they have not succeeded in 
taking over one of these countries. The nearest they were was in 
Syria. That seems to have been retarded rather than advanced by 
this merger. 

Mr. Futron. That is a good summary. 

May I put in the record that I have been following closely the 
excellent progress of the new Development Loan Fund under the new 
manager of the fund, Mr. Dempster McIntosh and I want to con- 
gratulate him and you for that leadership. He is doing a fine job 
and I think this agency is going to be one of the mainstays of our 
foreign policy. 

Likewise on the Export-Import Bank I have been watching the 
foreign financing activities of that agency closely. I think under the 
good policy direction and administration of Mr. Samuel Waugh, its 
President and Chairman, that agency has been making excellent 
progress. 

The people of the United States have been likewise fortunate to have 
as President of the International Bank for Reconstruction and Develop- 
ment, Mr. Eugene Black, who is doing such a competent job. We 
have three top-flight men in those positions, where it is of vital 
importance not only to our United States foreign policy but to United 
States business, that we have a good, substantial and solid policy on 
the executive and administration level. 

Mr. Vorys. They are all going to be on the Board of the new 
corporation; isn’t that right? Either be there or be represented? 

Secretary Duuuns. Yes. 

Mr. Futton. May I just finish on one point? 

From the opposition point of view their policy seems to emphasize 
the word “peace” so much more than our United States foreign policy, 
which gives them a strategic advantage. 

Early in 1948 the proposed legislative program came up here to the 
Foreign Affairs Committee from the executive department as the mili- 
tary aid program—MAP. 

This committee changed the name of the program on my committee 
amendment to the mutual defense assistance program. If there is 
anything I have added, it is the word and concept “‘mutual’’ to this 
military and economic United States foreign aid. My amendment 
has changed the emphasis by striking out the word “militar y’”’ so that 
assistance can be said to be on a broader base than just U nited States 
military policy reasons in these foreign and many times underdevel- 
oped selaiind countries. 

The question comes up, for these people in these uncommitted 
countries who are listening to “‘peace, peace, peace,’’ why don’t we in 
the United States say, ‘“This is the mutual security program for peace?”’ 
Why don’t we just change the title and be as alert as they are in these 
uncommitted areas so that the title emphasizes peace intentions. 
Right at the heading of the act: “Mutual Security Program for Peace.” 

Would you object to that change in the title of the United States 
foreign aid program? Not that you recommend or adopt it, but do 
you object to it? 

Secretary Duis. I would want to reserve myself on that proposi- 
tion. 
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Acting Chairman Morean. Dr. Judd—are you through? 

Secretary Duties. I was going to say something more. 

We have to be a bit careful in the use of the word ‘‘peace,” in 
relation to some other considerations. If you only talk peace and if 
peace is your only goal, you can always get peace by surrendering. 
The Russians come up and say, “If you don’t give me this, there 
will be war,” and you have trained your people to believe that the 
only thing worthwhile is peace so they say, ‘Well, sure. Get peace.” 
So you give in and give in and give in. 

That was the process which cores what was a very fine word— 
“appeasement”’—into disrepute during the decade of the thirties. 
We don’t want to repeat that process. And it is the same kind of 
thing I talked about this morning, where we are so much more vul- 
nerable in a way than the Soviets are, because of the fact their people 
have no voice in what they do at all. Whether or not they make 
concessions to gain peace is something that is settled in a small room 
in the Kremlin. The people of the Soviet bloc have nothing whatever 
to do with it. 

We have got to be prepared to fight for some things. We must 
not make peace our only objective. If the Russians feel we make 
peace our only objective they will press us and press us and press us 
until finally we have a war. 

“I believe that we do a disservice to the cause of peace, if we isolate 
peace from some of these other considerations. 

Mr. Futon. I am considering this program as an aid to peace, not 
as peace without affirmative action and support. For example, these 
are arms for peace. This is United States defense assistance for 
peace. This program is to obtain economic security for peace. I am 
linking the word ‘‘peace’’ with some active measures that we have so 
that Congress says ‘“‘Unless you in the recipient countries get these 
arms, you won’t have peace because of the threats to you. 

Secretary Duuuxrs. I did not want, Congressman Fulton, to have 
my words interpreted as not approving of your suggestion. I did 
want to take the opportunity, since you gave it to me, to reaffirm the 
general philosophy with which I approach this problem. 

Acting Chairman Morean. Dr. Judd—— 

Mr. Jupp. Thank you, Mr. Chairman, I am more grateful for the 
last statement you made, which I almost prevented, thinking you 
were finished, than for almost anything else vou have said. Our 
weakest spot is ‘the widespread notion in our country that we can get 
peace just by wanting it and pursuing it desperately and urgently 
enough. It takes 2 to make peace; 1 can make war. I don’t even 
like to hear people say war is unthinkable, because such statements 
make it a great deal more likely. They may wrongly convince the 
Communists that no matter what they do, we will alw ays give in to 
avoid war—and thus encourage them to go too far. 

Some have talked here about intransigence. You have been called 
intransigent. Well, why shouldn’t you be? The Russians don’t 
hesitate to be intransigent. 

The paper today says, ‘“‘Stassen asserts an accord on arnis is feasible 
in 1958.’ Of course, it is always feasible if we want to give in, no 
matter what that would do to our position. Always another conces- 
sion is suggested. 
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If the Russians have the nerve to sit there and be intransigent 
in defense of their tyranny, I don’t know what is wrong with those 
Americans who haven’t the nerve to be intransigent in support of our 
positions when our positions are right. 

I am very grateful for what you last said; that is the real way to 
peace. Iw ‘ant to win the cold war. If we win the cold war, we will 
get peace. 

Mr. Futton. You were a missionary and I believe you personally 
carried the Christian message of peace to foreign countries. 

Mr. Jupp. Correct. And it is because I want peace that I take this 
position. I doubt that we will get peace by just making one concession 
after another without corresponding concessions by the other side. 

If the Washington police force were to tell the gangster that no 
matter what they do, the police will not shoot it out with them, well, 
God help Washington the next day. 

Mr. Fuuron. Although you are a minister, I find you are one of my 
favorite revolutionaries. 

[Security deletion. | 

Mr. Jupp. Mr. Chairman, commenting on what was said earlier 
about the influence of the United States at the U. N., I felt that way 
when I first went up there this last fall; but after 3 months, I came to 
exactly the position that you stated. We had a tough General 
Assembly in that the Soviets exploded sputnik right after we began 
and it was a real task for a few weeks, just to hold our ground. 

It was no small feat to do that in the face of this demonstration of 
alleged superiority by the Russians, all the more dramatic because it 
was unexpected by the other countries. They were shaken by it; 
but before the Assembly was over the Russians had revealed their 
real objectives and unchanged methods on so many occasions that we 
came out of it much better than we had a right to expect, really. 

The most disturbing factor, potential and actual, among our 
allies and the neutrals was their fear that we might go to a summit 
conference and make an arrangement that would promise to get 
peace for ourselves and the Russians—at their expense. They would 
say to us again and again, ‘‘What is the United States position going 
to be? We want to be with you. But if we make a conciliatory 
statement vis-a-vis the Communists and you make a strong statement 
against them, it looks as if we are not a good ally. On the other 
hand, if we take a tough stand against the Soviet Union, and then 
you come along and agree to one of their tricky proposals for a con- 
ference, then where are we?” 

I feel that constant repetition by you of our firm position in support 
of principle and of our allies, even though it brings down on your 
head the charge that you are rigid and stubborn and so on, is the 
most valuable “thing that we can do to stabilize and strengthen our 
own position with those who want to remain in the free world, but 
are uncertain as to our steadfastness. 

That brings me back to the question I didn’t get to ask you this 
morning. You will remember I said ] thought there were three basic 
trends in this age of change. One is nationalism, in the sense of 
peoples trying to get free from outside controls; and, second, com- 
munism, taking advantage of that nationalism to usurp control. 

The third is freedom, in the sense of peoples behind the Iron Curtain 
trying to get free from internal controls, the domestic tyrannies. | 
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think this can be the most powerful and important of the three and 
we ought not to neglect it. 

Many people in the West are more interested in peace than in 
freedom; but people behind the Curtain are increasingly more hungry 
for freedom than for the kind of peace they now have. 

The folks who have been under communism are shifting away from 
communism, but not necessarily back toward the West. They want 
national independence, but also a life of dignity as human beings— 
internal freedom, if you want to call it that. This may be the most 
hopeful trend in the whole picture. 

I don’t think there is any hope, as you pretty much agreed this 
morning, of an end to the cold war until Communist regimes change, 
or fall from power. Since we are not going to try to overthrow them, 
is there any hope of the Communist regimes being pulled down or 
being changed, except by forces within? Therefore, shouldn’t this 
criterion be applied to every proposal or every policy suggested—not 
just what effect it will have upon England or France or Nasser or 
India, or Canada; but what will be the probable effect of this policy 
on the oppressors, the Communists. Will it give them increased 
prestige and respectability? Will it strengthen or weaken their 
position? 

And the other side of the coin; if we were to adopt this proposal, 
wliat would be the probable effect upon the oppressed; the people 
behind the Iron Curtain? Would it strengthen or weaken their 
morale, their will to resist? 

It is my conviction that our greatest ally, most strategically located 
ally, our most dependable and therefore, most important ally, are the 
900 million people behind the Iron Curtain. That ought to be the 
first test, I think. 

If you would like to comment on this, I would appreciate it. 

Secretary Dutuxzs. I did comment on it to some extent this morn- 
ing. 

Mr. Jupp. Yes. 

Shouldn’t we give hope to the peoples behind the Iron Curtain, by 
saying on every occasion, without aiming it at countries by name, 
“The United States stands for liberty and justice for all.”’ This is 
our foreign policy as well as domestic policy, declared in our pledge 
of allegiance to the flag. 

Some Americans say we shouldn’t say that because the Soviets and 
their puppets will accuse us of intervening in the internal affairs in 
those countries. They argue that we might provoke a war in which 
we might not succeed in getting liberty and justice for the oppressed 
and might lose our own. 

But on the other hand, how can we have the confidence of the 
world unless we do stand always and unwaveringly for liberty and 
justice for all? This is our dilemma. 

Secretary Dutuss. I agree that we should, and I think we do, 
always try to take into account the impact of what we do upon the 
captive peoples. 

[Security deletion.] 

Secretary Duties. What we want is to have governments that 
really look out for the interests of their people. Then we have no 
quarrel with them. They may be Communist-type government, or 
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ad Socialist-type governments. I don’t care what kind of government. 
That isn’t our concern. Where we get concerned is when the people, 
ssi the assets, the resources, the locations are all being exploited to carry 
oe on what is really a war against us. Once that is stopped, then the 
* international scene will really be transformed, and we can have the 
sie end of this cold war. ft 
at I quite agree that our policies must always take that into account; 
‘: because a purely defensive policy, a policy which only concerns itself 
al with the free world, is not ever going to bring this thing to an end. 
We want it to come to an end. The only way it will come to an end 
™ is from within. And we do, I can assure you, always take that into 


al account in what we do when we explain some of the things we do and 
za some of the things we don’t do. 


m, : 2 ; 
ine [Security deletion.] 
iia Acting Chairman Morean. Mrs. Bolton. 
‘ot Mrs. Boiron. Mr. Secretary, I have a number of little things. 
ee You have a most wonderful sponge like quality of absorbing all this 
ae we throw at you, but I would like to add my little bit. 
wid I have been very much interested in the type of man Russia has sent 
ai as its new ambassador here. It is just in keeping with her whole 
pretense of having changed her methods. He is utterly charming. 
al. He appears to be as American as most of us. He speaks beautiful 
de English. He has great manners and he has an enchanting wife. 
aes All that kind of thing is just gobbledegook, and I hope nobody will 
be fooled by it. 
4a [Security deletion.] ; 
we Mrs. Boiron. Another matter in which I have been interested, and 
we I am sure the Department has been, is Egypt’s sudden intensely 
Arabic attitude. Egypt has scorned the Arabs. She wouldn’t touch 
the Arab world. She wasn’t Arabic. She wasn’t any of those things 
i in years back. Then she suddenly becomes very Arab! 
I came back from Beirut and the refugee countries via North 
Africa, as you know. There I was fascinated, because I found most 
= individuals anything but enthusiastic over Nasser as a person. But 
a his picture was everywhere. It was in every shop and it was all over 
me the place. He apparently has become a symbol. I went to dinner 
nn in Rabat where the radio flooded us with music. I thought it was 
Arab music, and I said I liked it. They said ‘Like it? We hate it.” 
nd I said, ““‘What is the trouble with it?” 
Sa They said, “Tt is Egyptian music. Can’t you people get a radio 
ch strong enough to give us something we would like to hear?” 
ad And now, Mr. Sec retary may T ask you to give us as frankly as 
possible the policy of this country toward France and her actions in 
he North Africa. For some years I have asked the Defense Department 
nd about the use France has made of our materiel in Algeria. The answers 
have never been at all satisfactory. This is the first year we have had 
lo, anything approaching adequate information. 
ba During my short visit to North Africa in November, I was deeply 
interested and somewhat amazed to have some of the responsible men 
say to me, “Do not misunderstand us. We know that France has 
ail done a great deal for us. Our roads, our schools, our technical train- 
ts ing, etc., we owe to her. We need her, but we can no longer tolerate 
at her dominance. Cannot the United States persuade her to sit down 
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with us and try to work out a plan more nearly like the British Domin- 
ion status?” 

[Security deletion.] 

Secretary Duties. The problem of balancing all the factors is a 
very, very difficult one. This problem is one which deserves to be and 
is getting very careful study and consideration from the President and 
myself, and of various agencies within the Department of State, and 
the Department of Defense. It is an almost insoluble problem we 
face, but we have to try to solve it. We are trving to solve it. 

(Discussion off the record.) 

Acting Chairman Moraan. Mr. Vorys. 

Mr. Vorys. Now, don’t laugh. I want to ask about the moon. 

Mrs. Botton. Why not? 

Mr. Vorys. The Hearst papers and the Air Force and many 
others are starting to beat the tom-toms saving at all costs we must 
get something soon to the moon. I want to confess that I was one of 
those who had no idea that this sputnik business would excite every- 
body the way it did. I ask you about this, not because I want your 
scientific advice, but from the standpoint of diplomacy, propaganda, 
psychology, and a lot of things, I also don’t know much about. 
Are we thinking about whether we ought to try to get something 
on the moon this year? 

Secretary Duties. That problem is being studied in the first 
instance by Dr. Killian, who is the principal adviser to the President 
in this area. 

Mr. Vorys. He doesn’t know as much as you about the things | 
am asking you about, diplomacy and propaganda, and so forth. 
I wasn’t asking you about the scientific possibilities, but as to whether 
there are important propaganda and diplomatic possibilities in it. 

Secretary Duties. I think that there are. I think whenever 
the Soviets register a first in an area that is spectacular, they gain 
greatly from it, and we go down in the popular estimation. 

Getting to the moon first would certainly be spectacular. Now, 
one has to take account of the fact that despotisms generally can 
achieve certain spectacular results which democracies don’t achieve. 
You can look around the world today and the things that attract atten- 
tion, things that visitors go to see are the products of despotisms. 
They are not the product of a democratic way of life. You can go to 
the pyramids of Egypt, and the Colosseum in Rome, and so forth. 
We cannot be drawn into the business of trying to compete in every 
way with despotisms, trying to do spectac ‘ular things because they use 
up human labors in useless ways, or at least in ways which are not of 
immediate practicality, to the degree that we don’t. 

If you are going to spend a few hundred million dollars getting to the 
moon, that means a certain number of man-hours people are going to 
have to work to do that, and it is not going to put any bread in their 
mouths or clothes on their backs to get to the moon. 

Now, the despots, they don’t mind tying their people down and 
have them work to produce this result as long as it glorifies their partic- 
ular despotism, and that is one of the problems that we face: How 
much are we justified in making our taxpayers sweat to produce a 
result which has no—let us assume it has no practical value. I don’t 
know whether it would have any practical value, or not. I suppose 
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the scientists could figure out that there was some practical value in it, 
I don’t know about that. But the value from the point of view you 
put it to me—you didn’t put it to me in terms of the scientifics, but in 
terms of the psychological cold war factor, and I am bound to say that 
I think they would make a great deal of use out of that, and would gain 
an advantage. 

I don’t know what it is going to cost to get to the moon, or whether 
it is possible for us to beat the Russians at it. They have a good big 
start on us, you know, in this exploitation of outer space. While we 
are closing the gap, I think, it cannot be done immediately, and per- 
haps we can’t do it as soon as they can. How much we want to spend 
in an effort to be second, I don’t know. 

Mr. Vorys. The Air Force talks about getting to the moon in 6 
months, or something like that. With our kind of Government it is 
probably going to be a choice of things Government does rather than 
a choice of things people do, because the Government resources will | 
be limited. . 

I hope that the diplomatic and propaganda people are weighing the / 
relative importance of the moon project and other Government 
expenditures. 

That is all. 

Acting Chairman Morean. Mr. Farbstein. 

Mr. Farsstern. Mr. Secretary, does our intelligence have the 
number of Soviet technicians in Egypt today as compared to last year? 

Secretary Dutuxs. I can’t answer that question offhand. All I 
can say is this, that if there had been any spectacular increase I think 
it would have come to my attention, and it has not come to my atten- 
tion; so I surmise that the number of technicians there probably re- 
mains approximately stationary, but that is a guess. 

Mr. Farssrein. | understand that insofar as the Soviets are con- 
cerned—of course, I am speculating—they were satisfied to lose their 
local Communist Party in Syria, because I think it was to them 
merely a transitory thing. Their idea was, even though they lost their 
local Communist organization in Syria, they might have a greater 
role in Egypt, and I wondered if you know to what extent, if at all, . 
the Soviet dominates Egypt as compared to the period prior—say, | 
6 months or a year? | 

[Security deletion.] 

Mr. Farssrern. Do you believe it is their intention, and do you 
think that it is liable to come to fruition that they may be able to | 
control Egypt as well as they controlled Syria? | 





Secretary Duties. I do believe that is their purpose. Control of | 
Egypt and Syria would give them control of the two principal means ) 
whereby the oil in the Middle East goes to Europe, and if they are q 
in a position to control that they would be able to turn the faucet | 
off and Europe could be paralyzed. 

Mr. Farsstein. Thank you. | 

Mr. Zasiocki. Right at that point, Mr. Chairman, according to 1 
the program book we have before us, no program is scheduled for q 
Egypt for fiscal years 1958 and 1959. i 

Secretary Duties. That is correct. | 

Mr. Zas.iocki. Did they discontinue it? | 
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Secretary Duties. We discontinued it. 

Mr. Zasiockr. Have the Egyptians made any overtures for future 
consideration, or is the door entirely closed? 

Secretary Dues. No; they haven’t closed the door. 

Mr. Zasuockt. Syria i is in the same position? 

Secretary Duties. That is correct. 

Mr. Zasuocki. Are we writing off Egypt and Syria? 

Secretary Duties. No, we are not writing them off, but I don’t 
believe that you get anywhere by just giving additional help to people 
who seem to be prepared to be primarily dependent upon you, and not 
be adequately concerned about the Soviet menace. 

Now, we give quite a lot of help to people who do deal with the 
Soviet Union. We don’t make it a prerequisite that they should not 
deal with them. I answered that question this morning. We deal 
with India, Yugoslavia, Poland, with Finland, and a lot of countries. 
But we do expect and want one thing: That is that the country with 
which we deal and which we help and which takes help from the 
Soviet Union should be at least alive to the danger and not blind to 
the danger. 

[Security deletion.] 

Mr. Zasiockit. What has happened to the technical assistance 
programs scheduled in fiscal 1957? 

Secretary Duties. We never had any big programs in Egypt. 

Mr. Zaswockt. Outside of the Aswan Dam. 

Secretary Duties. We never started on that one. 

Acting Chairman Morean. The Chair wants to announce that 
there is a “‘yea”’ and “nay” vote on the Colorado River project on the 
floor. 

Mr. Zasxockt. I just wanted to know how our programs were 
phased out. 

Secretary Duties. Most of our programs in Egypt were consumer 
goods purchases. We had some wheat projects, a pretty good sized 
CARE project, and there may have been a little technical assistance, 
but not very much. That is my recollection. 

Mr. Zasuiockti. Do we have any technicians in Egypt at the present 
time? 

Secretary Duutuzs. No. 

Mr. Zasuockr. Nothing? 

Secretary Duutuzs. No. 

Acting Chairman Morean. Mr. Fulton. 

Mr. Futron. On the question which the Secretary and John Vorys 
have been discussing about whether we should embark on that pro- 
gram of a trip to the moon, and what propaganda it would have, I am 
sending out within a week to every home in my congressional district, 
which has 400,000 people, a questionnaire concerning United States 
policy questions. 1 was going to put in some questions on foreign 
policy and I have just written up this point: 

Should we spend the United States taxpayer’s money on a speedup program to 
win the race with Russia to get to the moon first? Is it worth the billions it costs 
for the United States to obtain the propaganda value of this spectacular feat? 

There I can get from the taxpayers what 400,000 people think, i 
a very evenly divided district, and it might be interesting. 
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Mr. Jupp. I just hope we don’t make too much headlines about it 
because the Russians have a head start on us and may get there first. 
In a case where they have a head start, we should try our hardest 
but not play it up as a key contest, and then perhaps come out second. 

Acting Chairman Moraan. The Secretary has a 5 o’clock appoint- 
ment. 

We will have an executive session at 10:30 tomorrow morning at 
which time we will have the Deputy Under Secretary of State, Mr. 
Dillon. 

(Whereupon, at 4 p. m., the committee adjourned until Thursday, 
February 27, 1958, at 10:30 a. m.) 
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THURSDAY, FEBRUARY 27, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON ForrIGN AFFAIRS, 
Washington, D.C. 
The committee met in executive session at 10:45 a. m., room G—3, 
United States Capitol, Washington, D. C., Hon. Thomas E. Morgan 
(acting chairman) presiding. | 
Acting Chairman Morean. The committee will come to order. 
We will continue with our consideration of the Mutual Security 
Act of 1958. Our witness today is the Honorable C. Douglas Dillon, 
Deputy Under Secretary of State for Economic Affairs. 
Mr. Dillon, if you have a statement, go right ahead, please. 


STATEMENT OF HON. C. DOUGLAS DILLON, DEPUTY UNDER 
SECRETARY OF STATE FOR ECONOMIC AFFAIRS 


the major elements of the mutual security program proposed for fiscal 

year 1959 and discussed its vital role as a part of our foreign policy in 

support of our national interests. This afternoon, Secretary McElroy 

will discuss the military aspects of the program within the context of 

our overall national defense. Witnesses to follow will discuss in greater 

detail the need for the different elements of the proposed program and 
for the amounts requested. 

Therefore, I will confine my remarks largely to four matters: 

The changes in the administration of the program which have 

| 

| 


Mr. Ditton. Mr. Chairman, Secretary Dulles yesterday outlined | 


been made since the hearings last year. 
A brief description of the presentation materials and of the 
ees method of presentation. 
The few changes in legislative authority requested. 
ts) Some of the major questions related to the proposed program 
for fiscal year 1959. 


NEW ARRANGEMENTS FOR COORDINATION 


has taken to meet the considerable congressional sentiment of last 
year that the Department of State should assume more direct co- 
ordination of the mutual security program. 

You will recall that when the Foreign Operations Administration 
was established in 1953, its Director assumed the function of coordi- 
nating the mutual security program. In 1955 the duties of FOA 
were transferred to the International Cooperation Administration 
which was established within the Department of State and its Director 
took over the coordinating responsibilities. 


) 
First, let me report to you on the steps which the executive branch | 


235 | 
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Last year the Congress indicated, through changes in the legis- 
lation and in other ways, a feeling that the coordination function 
should be more closely related to broad policy coordination and not 
assigned to a person who was administrator of one phase of the 
program. 

In order to carry out this view of the Congress, the President on 
November 29 issued Executive Order 10742, which provides for the 
administration of the Mutual Security Act, so as to increase the 
authority of the Secretary of State in respect to the execution of this 
act. 

The Secretary of State, in order to provide for the day-to-day 
implementation of his responsibilities, has delegated his coordinating 
responsibilities to the Deputy Under Secretary for Economic Affairs— 
the position I now occupy. 

Under this delegation, I am now charged with the function of coordi- 
nation of the military and economic assistance programs—while the 
Director of ICA is charged with the administration of the economic 
programs and the Secretary of Defense is charged with the adminis- 
tration of military programs. 

Under this new delegation I am also charged with the broader co- 
ordination of mutual security programs with other related policies and 
programs of the Government. 

In addition, the primary responsibility for the preparation of the 
program and its presentation to the Congress has now been assigned to 
me. 

In order to help discharge these various duties now vested in the 
Department of State, the former office of Special Assistant to the Under 
Secretary of State for Mutual Security Affairs, headed by Mr. Robert 
G. Barnes, has been enlarged and reestablished as the Office of the 
Special Assistant for Mutual Security Coordination. 

Mr. Barnes, who is here, will be immediately in charge of the execu- 
tive branch presentation and will be available to assist you constantly 
during these hearings. 

We are still in the process of bringing the new arrangements into full 
operating effect. We hope that through them we will be able to 
assure the closest possible coordination of the program with overall 
United States foreign policy. 

In addition to the change in the coordinating responsibility, re- 
sponsibility for administration of the Battle Act has been assigned to 
the Deputy Under Secretary for Economic Affairs and the public 
relations staff of ICA has been consolidated under the Assistant 
Secretary of State for Public Affairs. 


THE PRESENTATION FOR FISCAL YEAR 1959 


Before taking up substantive matters, it might be of some use to 
you if I would describe briefly the arrangements the executive branch 
has made and has planned for presenting the mutual security legisla- 
tion and program for fiscal year 1959. 

The bill 

The bill, as you have seen is, as in recent years, in the form of 

amendments to the basic Mutual Security Act of 1954. It contains 


a few substantive amendments, authorizations of new funds, and a 
number of minor amendments. 
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Presentation books 


The presentation books are basically the same in form as those 
used last year. A few changes have been made. Perhaps the one 
you will find of most immediate value is that the books this year are 
narrower. 

There are in all six volumes of the formal presentation books. 
Each one is bound in a different color to facilitate identification. 
The maroon book contains the worldwide summary tables and 
descriptions of the separate categories of aid. 

I might say that I have found this maroon worldwide summary of 
particular help to me, and I would think this book would be of partic- 
ular help to this committee, whereas some of the details in the other 
books are of more interest, maybe, to the appropriations committees. 

The brown book describes the nonregional programs. The other 
four deal with area programs. 

In last year’s books there was no overall discussion of the several 
categories of assistance, but only of our programs on a country and 
regional basis. In the worldwide summary volume, we have this 
year tried to set out the justification for each of these categories in 
their entirety. 

We have tried to reduce the length of the narratives in each country 
discussion while presenting a comprehensive but concise justification. 
We have also attempted to pull together the most significant country 
tables in a single place rather than, as last year, requiring reference 
to secondary books. 

To provide easy reference to country programs, we have used a 
pattern consisting of an opening dite of principal United States 
interests, followed in order by a discussion of the military and eco- 
nomic programs and supplementary statistical tables, separately 
identified on blue paper. We hope these modifications ‘will further 
improve the usefulness of these books. 


Local-currency materials 


Last year, full information on local currencies was provided in 
separate submissions. This year, tables and narrative material have 
been included in the books before you to show the current and pro- 
jected availability of local currencies and the relationship of such 
availabilities to the basic planning of the proposed fiscal year 1959 
mutual security program. I want to return to this subject later, 
Classification 

As in the past, we have made every effort to keep classification of 
material to the barest minimum, consistent with the national interest. 
However, most individual country illustrative program figures, both 
military and nonmilitary, are classified. 

The executive branch is well aware of the congressional desire to 
have the greatest possible part of this program open to public debate. 
The executive branch believes, just as strongly, that the program 
should be explained to the American people in as much detail as 
possible. 

Nevertheless, we believe it is important to the national interest 
that certain information essential to the presentation be kept classified. 
As with the books last year, classified material is shaded. Figures 
and text not shaded are unclassified. 
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The primary reason for classifying proposed individual country 
military assistance program figures is readily apparent. We classify f 
information which would disclose the size, capabilities, and disposition n 
of our own forces. 
For essentially the same reasons, we wish to keep classified certain 
information with regard to the assistance we render the forces of our 
allies. We do not wish a potential enemy of the United States to 
have all the facts on the disposition and strength of the military n 
forces of the free world. ] 
Publication of individual country figures would also create problems, 
because the total funds appropriated for the mutual security program 


have usually been less than requested. k 
In the reallocation of funds after the final appropriation, it is not ; 
feasible, or in the United States interest, to reduce all illustrative J 
programs proportionately. Reductions are made where they will \ 
cause least damage to United States interests. If the illustrative : 
figures had been made public, it would inevitably lead some of our f 
allies to feel that they had been discriminated against. t 

Finally, each nation to which we give assistance contributes to the 
common cause goods, services, or money. These are negotiated. If : 
the amounts we had been prepared to provide were known in advance . 
by the countries with which we negotiate, the American position would t 
be thereby weakened. For these reasons, we feel it is better not to | 
publicize the illustrative figures. ; 
Access of Congress to information l 

The classification of portions of the volumes does not mean that the 
Members of Congress are denied access to any of the facts available 1 
on the program. The volumes themselves are sent to committees 
whose membership totals 120 or more. 

The executive branch has also agreed to arrangements made by the 
Committee on Foreign Affairs of the House of Representatives and : 
the Committee on Foreign Relations of the Senate whereby the pres- { 
entation books in their entirety are made available on a classified 
basis to any member in the committee rooms and, during the debate, 
on the floor of the Chamber. 

Summary presentation | 

In order that all Members of the Congress may readily have avail- | 


able an explanation of the essentials of the programs, the executive 
branch has again prepared an unclassified summary presentation. 
This green book has been sent to all Members. ‘This year, for the 
first time, it was ready at the opening of hearings and distributed by | 
the time hearings began. 


Witnesses 


As in recent years, the Cabinet officers directly concerned with this 
program, and other responsible officials, will be available to discuss 
broad aspects of the program as a whole. 

Next, the several Assistant Secretaries of State directly concerned 
with the program, and their area counterparts in ICA and Defense, 
will discuss the program in their areas of responsibility. 

We are offering as witnesses, General Norstad, our NATO com- 
mander, and Admiral Stump, our commander in chief, Pacific. 
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We will also bring back from the field the ICA mission directors 
for Libya and Vietnam as representatives of the administration of the 
nonmilitary program in two quite different areas. 


SIGNIFICANT LEGISLATIVE CHANGES 


I should like now to explain the intent behind certain major amend- 
ments being sought in the act. 


Incorporation of the Development Loan Fund 


As Secretary Dulles mentioned yesterday, the major change in the 
proposed legislation is the incorporation of the Development Loan 
Fund. The executive branch had considered this quite carefully last 
year, but decided against it. 

F ollowing the expression of a strong conviction by a number of 
Members of the Congress last year that ‘the Development Loan Fund 
should be incorporated, and the inclusion of this view in the con- 
ference report on the Mutual Security Act of 1957, the executive 
branch reviewed the administrative advantages and disadvantages of 
such a change and came to the conclusion that this Fund can be used 
most effectively in the achievement of its objectives if it is incorporated. 

Such a move would create a clearly defined and separate status for 
this fund. It would help to clarify the separation of development 
loan from grant activities. It w ‘ould recognize the long-term nature 
of the development process and, consequently, of this development 
loan facility. 

The proposed corporation has been designed in such a way that it 
will not only avoid duplication of existing institutions, but will be 
coordinated with them to provide the most effective use of each. 

We have recommended that the Board of Directors include five 
members: The Deputy Under Secretary of State for Economic Affairs 
as Chairman, the Donekon of the International Cooperation Adminis- 
tration, the Chairman of the Board of Directors of the Export-Import 
Bank, the United States Executive Director of the International Bank, 
and the Managing Director of the fund. 

These members, by nature of their present positions, will be able to 
assure that the fund will be administered as an instrument of our 
foreign policy, closely coordinated with the rest of our mutual security 
program and with our other international lending programs. 
Expansion of UNTA 

A second change in the new legislation is to provide for the expan- 
sion of the U. N. technical assistance program. 

I am sure you are all aware of the very considerable sentiment which 
has been building up at the United Nations for the creation of a new 
international development financing authority. 

The United States, after consultation with congressional leaders, 
took the initiative at the recent meeting of the General Assembly in 
suggesting as a more constructive alternative a substantial increase 
in the level of the present U. N. technical assistance program, includ- 
ing the establishment of a special-projects fund. 

U Inquestionably, the less-dev yélovied countries and territories have 
an urgent need for and can effectively use technical help beyond the 
current capacity of the UNTA program to provide. 
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We believe that such a program enlargement would fill a valid and 
important need. 

The special projects fund, directly related to the present expanded 
technical assistance program, would permit technical assistance in 
depth in a variety of projects basic to sound economic growth such 
as water, minerals, and power resources surveys, public administra- 
tion training institutions, and agricultural and industrial research 
and productivity centers. 

Dr. Judd, handling the United States proposal, was able to persuade 
other members of the United Nations to lay aside more grandiose 
plans and to move forward on this practical one. 

The resolution as adopted by the General Assembly calls for the 
establishment of a total fund of up to $100 million. The details of 
the widened program will be worked out by a conference and a session 
will be held next fall at which pledges will be made. 

We propose that the United States pledge $38 million for 1959 as 
our share of the total projected fund. This pledge would be subject 
to the percentage limitation authorized by the Congress and will be 
for both UNTA and the fund for special projects to be established by 
the General Assembly as supplementary to the UNTA. 

Since the special projects fund will not undertake operations until 
January 1, 1959, we estimate that the actual United States payment 
in 1959 required to fulfill this pledge would be about $20 million. 

The legislation before you provides authorization for an appropria- 
tion of that amount. If contributions by other nations call for con- 
tributions by the United States in excess of $20 million within the 
statutory percentage, such additional funds would be taken from the 
contingency fund. 


Defense support 


Although it does not require any change in the legislation, I should 
like at this point to mention a modification applied to the definition 
of “defense support” in formulating the proposed fiscal year 1959 
program. 

As in fiscal year 1958, defense-support programs are proposed in 
countries where we provide military assistance and where a specific 
contribution to the common defense cannot be achieved without 
additional economic assistance. 

However, in the fiscal year 1959 program, defense support will be 
limited to those countries where our military assistance is provided to 
help support substantial military forces. 

On the other hand, economic assistance to countries in which we 
have important base rights but in which we do not support substantial 
military forces will now be funded under special assistance. 

In this connection, it may be useful to restate the fundamental con- 
cept of defense support as laid down by this committee and the Con- 
gress. Defense support has always been economic assistance to the 
country asa whole. It has never been intended that defense support 
expenditures should themselves be military in nature. 

For instance, projects would not be limited to installations of direct 
military use such as airfields, dual-purpose roads, ammunition plants, 
and so forth, and commodities imported would not be consumed solely 
by the recipient countries’ military forces, or incorporated in projects 
with a military use of the kind specified above, or employed to pro- 
duce military equipment. 
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There has recently been considerable congressional interest expressed 
in just how the ‘‘level of aid” for defense-support programs is deter- 
mined. In order to answer this question we are planning a full dis- 
cussion of this subject during the defense-support hearing on Tuesday 
afternoon, March 4. 


Separation of special assistance and contingency funds 


Next year, as in the current year, it is intended that special assist- 
ance would be used for economic assistance where such assistance is 
deemed essential to meet a number of United States political, eco- 
nomic, or military objectives but cannot appropriately be provided 
within the criteria of other United States programs. 

In the proposed legislation, however, we are requesting that the 
contingency fund, which was included in special assistance in the 
current year, be authorized separately. 

Under this arrangement special assistance would be limited to pro- 
gramed funds. Two hundred and twelve million dollars is requested 
for this purpose. 

Unprogramed funds, either to meet recognized needs, the amount 
of which is not now known, or to meet needs which cannot now be 
foreseen at all, would be in the contingency fund. Two hundred 
million dollars is asked for this fund. 


AMOUNTS REQUESTED 


In providing a general outline and order of magnitude of the pro- 
gram proposal, I shall not attempt a detailed justification since this 
will be done by succeeding witnesses. 

The major elements of the program and amounts requested are: 


Military assistance 

In order to continue a program of the size maintained for the past 
few years, and at a level deemed necessary to meet minimum United 
States and free world security interests, $1.8 billion is proposed for 
this category of aid. Assistant Secretary Sprague and Mr. Charles 
Shuff and members of their staff will provide detailed explanations of 
this program. 


Defense support 


Within the modified definition which I have described, and seeking 
the maximum feasible contribution of the cooperating countries, 
defense-support programs in 12 countries totaling $835 million are 
considered essential to provide the economic and political stability 
necessary to enable those countries to make the contributions to the 
mutual defense which they agree with us to provide. 


Technical cooperation 


$142 million is proposed for bilateral programs to bring American 
skills and knowledge to newly developing countries. This will allow 
for small increases in about a half-dozen relatively new country pro- 
grams and the initiation of three new programs. $20 million is re- 
quested for the United Nations technical assistance program and $1.5 
million for our continued contribution to the Organization of American 
States. 
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Development Loan Fund 


President Eisenhower in his message and Secretary Dulles in his 
testimony yesterday have told-you in the plainest language of their 
deep conviction that the prince ipal contest for the future ‘of civilization 
will be fought out on economic grounds primarily in the less-developed 
areas of the world. 

I shall not repeat their arguments except to tell you that I am 
equally convinced that this is true. 

They have also told you, and I shall add for myself, that the Develop- 
ment ‘Loan Fund and technical cooperation constitute our major 
reliance in this contest. Both must be strengthened in the coming 
vear, the former by the appropriation of the full $625 million author- 
ized by the Congress last year. 

Since I will be returning next week with the manager of the fund, 
Mr. Dempster McIntosh, to testify in a session devoted entirely 
to the Development Loan Fund, I will say no more concerning it at this 
time. 

Although there are some changes in the other programs for which a 
total of $106.6 million is asked, I believe discussion of them may wait 
until they are reached in the 1 egular course of your hearings. 


SPECIAL PROBLEMS 


There are two related problems of a broad nature which I believe 
are of considerable interest to the committee and which I should like 
to discuss. 

One of these is the relationship of surplus agricultural commodities 
under Public Law 480 and the MSP. The second is the availability 
and use of United States-owned or controlled local currencies. The 
central question as to both is, of course, whether and how they may 
reduce the need for funds under the MSP. 


Public Law 480 


I want to say three things about the relationship between Public 
Law 480 and the mutual security program. 

First, substitution of Public Law 480 for mutual security funds is 
possible but it is limited. I will discuss that further in a moment. 

Second, in countries where substitution is not possible; Public 
Law 480 may nevertheless be an important supplement to our efforts. 

Third, in those limited cases where substitution is possible, we have 
gone to great pains to identify the extent of such substitutability 
and to reduce the MSP by corresponding amounts. 

Turning to the first point, you gentlemen are aware that the admin- 
istration has requested new authorizations for fiscal year 1959 under 
title I of Public Law 480 in the amount of $1.5 billion in CCC costs. 

Why is it that the entire market value equivalent—about $1 
billion—of,this new authority cannot be made to substitute for mutual 
security funds? 

There are several important factors which limit the extent of such 
substitutability: 

1. Since the primary purpose of the Agricultural Trade Develop- 
ment and Assistance Act of 1954 as amended—Public Law 480—is to 
increase the sale of United States surplus agricultural commodities, 
Public Law 480 sales are not always made to the countries or in the 
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amounts in which programs of economic assistance under the Mutual 
Gocursty Act are required. 

. Mutual security requirements usually take a form which cannot 
be ‘Tully satisfied with the commodities available under Public Law 480. 

3. Under the law in making Public Law 480 sales, reasonable 
precautions must be taken to safeguard usual marketings of the 
United States and to assure that such sales will not unduly disrupt 
world prices on agricultural commodities. This inhibits the extent 
to which Public Law 480 can be used to save foreign exchange resources. 

For these three reasons the extent to which new sales of surplus 
agricultural commodities under title I of Public Law 480 can be used 
in lieu of mutual security appropriations tends to. be limited. 

Please note that I am talking now about new sales under Public Law 
480 rather than the use of local currency generated from past Public 
Law 480 sales. I will discuss this local currency, together with other 
local currency accumulations, in a few minutes. 

Turning now to the second important thing that should be said about 
the relationship between Public Law 480 and the mutual security 
program, I want to point out that in those cases where Public Law 480 
cannot be used in lieu of mutual sec urity appropriations, nevertheless 
Public Law 480 sales may make an important contribution to the 
achievement of United States objectives. 

For example, it is obviously not possible for Public Law 480 sales 
in most of the Latin American countries to be used in lieu of mutual 
security appropriations since we have traditionally had no mutual 
security appropriations for economic aid in such countries. 

Nevertheless, Public Law 480 sales to our Latin American neighbors, 
have frequently been of considerable usefulness to these countries and 
incidentally, to our objectives in these countries. 

The third important thing to be said about this relationship is that 
we have gone to a great deal of effort to find out just where Public 
Law 480 can be used in lieu of mutual security appropriations and we 
have reduced the mutual security requests now before the Congress 
by the full amounts of such substitutability. 

I will not take time now to describe in full the elaborate procedures 
which were set up to assure that this was done, but I will say that at 
one point in the process we made an effort to measure the reductions 
in the request which were possible as a result of Public Law 480. 

We found that our field missions in 9 key countries reduced their 
estimates of requirements for fiscal year 1959 in the amount of $250 
million below what they would have been if there were no Public 
Law 480 availabilities in fiscal year 1959. 

In summary then, with respect to the relationship between these 
two programs, I would like to say that we consider Public Law 480 
to be of great value in the achievement of our foreign policy objectives. 
It is possible, however, only in certain limited cases, to achieve a 
dollar-for-dollar reduction in the mutual security program and such 
reductions have already been made to the fullest possible extent. in 
the request that is now before the Congress. 


Local currencies 


What about United States owned or controlled local currencies? 
How can they be used to reduce the need for mutual security program 
funds? 
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These local currencies are of three kinds: 

(1) Counterpart—which is the sales proceeds or commensurate 
value of United States commodity assistance furnished under mutual 
security program; 

(2) The proceeds from sales of surplus agricultural commodities 
financed with mutual security program dollars under section 402; and 

(3) The local currency proceeds of Public Law 480 sales. 

There are several similarities and distinctions among these. They 
are detailed in the narrative which appears on pages 111-115 of the 
worldwide summary presentation book. 

I believe, Mr. Chairman, that you may wish to include this state- 
ment as a part of the record of these hearings. 

There are three important considerations relative to these local 
currencies which indicate their limitations as well as their value in 
the conduct of the mutual security program. 

First: Local currency cannot be used for the purposes for which the 
mutual security program is needed and designed—to provide addi- 
tional physical resources for use in the country in which the local 
currency is. ‘This is true because it cannot be used to import goods 
and services into that country. 

A country’s own currency, far from being a resource to that country, 
is a claim against its existing resources. It is to the country the 
same as a check book is to an individual bank account: writing more 
checks does not create more money in the bank. Neither does expand- 
ing the currency supply make more resources available in the country. 

Additional economic resources can be brought into a cooperating 
country only by using dollars or other convertible currencies which 
can be used for imports. Local currency previously generated in 
that country cannot meet the requirement for new resources. 

By the same token, the use by the United States of local currencies 
to export goods and services for mutual security purposes in other 
countries would, in effect, be taking back the assistance originally 
given. 

Second: The device of generating local currencies helps in directing 
the use of the physical resources available in the country. In many 
of the less developed countries, it is the most effective and practical 
method of making available budgetary resources that ordinarily in 
a developed economy would be created by taxation and government 
borrowing. 

However, in other countries, where inflation threatens or already 
exists, unrestrained use of such funds would be contrary to the objec- 
tives of helping in maintaining or building up the economy of that 
country. 

Some other countries cannot effectively use substantial parts of the 
local currencies generated by United States programs, although they 
did and still may need the dollar commodities which generated such 
jocal currencies. In these cases this local currency is of limited cur- 
rent value to mutual security objectives. 

Third: To the extent that United States assistance constitutes an 
element in an annual understanding with a country, not only the dollar 
assistance but the local currency proceeds from that assistance are 
considered as the United States contribution for that year. 
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Therefore, even though the local currency proceeds from 1 year’s 
program may still be available for use in the next year, they cannot be 
considered as part of a second year’s understanding. In other words, 
you cannot count the same dollar twice even though it changes form 
in the process of being used. 

These three factors lead to the conclusion that the generation and 
availability of local currencies, both under the mutual security 
program and Public Law 480, are in some cases useful in improving 
the use of resources available to these countries but cannot be substi- 
tuted for the external resources needed by the country. To furnish 
such resources requires foreign exchange supplied by our aid dollar. 

There is one limited exception to this general conclusion: A small 
amount of these local currencies, called triangular currencies, can be 
used to procure goods and services for use in mutual security programs 
in third countries. 

These limited uses are recognized and taken into account in the 
request for dollar appropriations for fiscal year 1959. 


EFFECT OF CUTS IN FISCAL YEAR 1958 PROGRAM 


I should like to take up now another subject of general interest: 
What is the effect of the cuts made by the Congress in the fiscal year 
1958 mutual security program? How have the cuts hurt the program? 
If we can get along on $3.4 billion this year, why can’t we next year? 

Let’s look at the total picture first. The witnesses who follow me 
will deal with the several parts. 

Last year the executive branch requested $4.4 billion. The 
Congress approved $3.4 billion, a cut of $1 billion, or 23 percent. 
What has been the effect? 

The answer is that basically the services we are providing and the 
materials we are delivering this year are not particularly affected by 
the cuts. In view of the timelag between appropriation and expendi- 
ture, our expenditures this year flow largely from fiscal year 1957 and 
earlier appropriation. Expenditures are estimated this year at about 
$3.7 billion. 

The request for fiscal year 1959, $3.94 billion, is necessary to enable 
us to continue the basic program carried on this year. It will not 
replenish our pipelines. On the contrary, it envisages a further reduc- 
tion of $400 million in the military assistance pipelines to a total of 
about $3 billion as of June 30, 1959. 

This appears to be the minimum required to successfully carry on 
a military assistance program of about $2 billion a year and compares 
with a high of $8 billion in fiscal year 1953. 

The defense-support pipeline will also be reduced to the bare mini- 
mum before the end of the current fiscal year. It should be apparent 
that this process cannot be repeated and that a cut below the $3.94 
billion now requested would mean a comparable reduction in the 
effectiveness of the program duiing the coming and succeeding years. 

We have not only drawn down the pipeline heavily in certain cases 
this year, but we have also relied extensively on unprogramed special 
funds. The result is that as of today contingency funds are danger- 
ously depleted. We would have great difficulty meeting an emergency, 
should one arise before the end of the current fiscal year. 
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EFFECTS OF MUTUAL SECURITY PROGRAM ON UNITED STATES 
ECONOMY 


We are all concerned by the cost of any Government program 
financed by taxation. This is particularly true in a period when the 
rapid rise in our national production and income is halted and people 
are unemployed. 

Although the vigorous continuation of our mutual security program 
is necessary to our national security and welfare and justified for all 
the reasons stated by President Eisenhower and by Secretary Dulles, 
and in fact is by far the most economical means of attaining these 
ends, we must nevertheless consider its effect on our economy, espe- 
cially under present conditions. 

I should like to urge on the committee in this connection that it 
consider carefully the study of the effect of the program on the United 
States economy which was made last spring for the Senate Special 
Committee To Study the Foreign Aid Program by the National 
Planning Association. 

This study involved the consideration of a great many factors. 
While its overall conclusion is that “looking at foreign aid in the per- 
spective of the domestic economy as a whole, it would seem that the 
overall impact can only be minor,” the study considers what the effect 
of the program is or would be under several different conditions. In 
this respect it says: 

When the domestic economy is undergoing a recession, shrinking domestic de- 
mand is, to some degree, offset by stable foreign demands for goods. In this sit- 
uation, the foreign-aid program, as a part of foreign demand, acts as a stabilizing 


influence on employment and prices. The more severe the recession, the more im- 
portant would this stabilizing factor become. 


One. domestic economic effect of the mutual security program seems 
particularly important today. The study concluded that the program 
examined—fiscal year 1955—created the direct and indirect employ- 
ment of 600,000 people. 

Some of the industries in which the employment was greatest were: 
Chemicals and related productions, 16,100; lumber and wood products 
(manufactured), 10,800; paper and allied products, 9,100; textile prod- 
ucts (manufactured), 13,300; coal and related products, 11,500; iron 
and steel mill materials and products, 66,400; ordnance, 13,100; con- 
struction, mining, conveying equipment, 23,400; electric equipment, 
31,100; other industrial machinery, 26,800; motor vehicles, engines, 
and parts, 17,800; aircraft engines and parts, 72,900; agriculture, 
100,700; transportation, 34,000; trade, 12,900; services, 13,200. 

I appreciate the opportunity of going over these general matters 
with you. Other witnesses will later fill in the many details. I shall 
be available to your for whatever additional help I can provide at any 
time you may call on me. 

Acting Chairman Morean. Thank you, Mr. Secretary, for a very 
comprehensive and detailed statement. I think yours has been a fine 
statement, and I certainly appreciate your going into detail in ex- 
plaining the use of these books before us. They have been a matter of 
some discussion for several years. 

Without objection, pages 111 through 115 of the book entitled 
‘‘Worldwide Summary Statements,” and the tables referring thereto 
will be included in the record at this point. 

(The material referred to follows:) 
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UNITED States OWNED OR CONTROLLED LocaL CURRENCIES RELATED TO THE 
Mourvat Security ProcrRamM 


WORLDWIDE 
A. Categories of local currencies 


There are three principal categories of foreign currencies, owned or controlled 
by the United States, which are related to operations under the mutual security 
program. 

ounterpart is the local currency sales proceeds or commensurate value of 
United States commodity assistance furnished under the mutual security program. 
With the exception of such amounts up to 10 percent as are set aside for use by 
the United States for administrative and other purposes, it belongs to the aid 
recipient country and is deposited in a special account to be used for programs 
agreed to by the United States in carrying out the purposes of the Mutual Security 
Act. As of last June 30, deposits of such currencies on hand amounted to $980 
million, of which all but $363 million had been committed. 

The second category is the proceeds from the sales of surplus agricultural 
commodities under authority of section 402 and its predecessor, section 550, of the 
Mutual Security Act. These currencies are owned by the United States. Under 
the terms of the sales agreements, they are available only for the purposes of the 
Mutual Security Act and are usually available only for use in the country in 
which generated. However, in some instances, these sales proceeds are available 
for purchase of goods and services for use in the mutual security programs in 
other countries. With the exception of this latter type, called triangular currency, 
sections 402 and 550 currencies are similar in many respects to the counterpart 
discussed above. The chief difference is ownership. In substance there is little 
difference, since both kinds of currencies are used for the benefit of the host 
government and for purposes outlined in the Mutual Security Act. In both 
categories there is a lag of about a year between the obligation of the mutual 
security dollar and the deposit of local currency. This time lag is required to 
place commodity orders, receive shipments, and place the items in normal trade 
channels. Thus, currency programed for use in fiscal year 1959 consists largely 
of currency generated from fiscal year 1958 dollars. As of last June 30, sections 
402 and 550 deposits on hand amounted to $309 million, of which all but $216 
million had been obligated. 

The third type of local currencies available to ICA and Defense for purposes 
related to the mutual security program are those available under certain pro- 
visions of Public Law 480, the Agricultural Trade Development and Assistance 
Act. These provisions are those authorizing the use of local currency sales 
proceeds for the common defense (subsec. 104 (c)), for grants for economic 
development (subsec. 104 (e)), and for loans for economic development (subsec. 
104 (g)). These currencies are owned by the United States and are generated 
by the sale of surplus agricultural commodities to foreign countries under the 
provisions of Public Law 480. Public Law 480 currencies differ from the two 
categories discussed earlier in that (1) they were not generated by mutual security 
activities with the result that they are not all available within mutual security 
countries, and (2) currencies under 104 (g), the largest account, are available only 
for loans, not for grants. In addition, a very limited quantity of Public Law 
480 currencies is available under subsection 104 (d) for procurement of goods 
and services for export to other friendly countries. As of last June 30, deposits 
on hand, earmarked for use under these 4 provisions, amounted to $867.7 
million, Of this total, $645.9 million had not yet been obligated. 


B, The usefulness of such currencies in the mutual security program 


There are three important considerations relative to these local currencies 
which indicate their limitations as well as their value in the conduct of the mutual 
security program. 

First: Local currency cannot be used to provide additional physical resources 
for use in the country in which it is generated, because it cannot be used to 
import goods and services into that country. A country’s own currency, far from 
being a resource to that country, is a claim against its existing resources. I+ is 
to the country the same as a checkbook is to an individual bank account; writing 
more checks does not create more resources in the bank. Neither does expanding 
currency supply make more resources available in the country. Additional 
economic resources can be brought into these countries only by using dollars or 
other convertible currencies which can be used for imports. ‘Thus, because the 
furtherance of mutual security objectives requires that the United States make 
new resources available to a cooperating country, local currency previously 
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generated in that country cannot further such objectives by meeting this require- 
ment for new resources. By the same token, the use by the United States of 
local currencies to export goods and services for mutual security purposes in 
other countries would in effect take back the assistance originally given, 

Second: On the other hand, the device of generating local currencies and setting 
them aside helps in assuring cooperation of the host country in the mutual security 

rogram and in directing the use of the physical resources available in the country. 
n many of the less-developed countries, it is the most effective and practical 
method of making available budgetary resources that ordinarily in a developed 
economy would be created by taxation and government borrowing. 

In other countries, however, this local currency is of little or no current value 
to mutual-security objectives. Some countries have no need for the local cur- 
rencies generated by United States programs, although they did and still may 
need the dollar commodities which generated such local currencies. The purpose 
and the timing of the use of local currencies depend on the monetary situation of 
the country as well as the economic condition of the country. Where inflation 
threatens or already exists, unrestrained use of such funds would be contrary to 
the objectives of helping in maintaining or building up the economy of the aid- 
recipient country. In some instances, although it might be a service to the 
country to make its own currency available to it, there are important reasons why 
the country would rather obtain the currency through its own internal method 
rather than to borrow such currency from the United States which would entail 
obligations of repayment of both principal and interest and of maintaining the 
value of such repayments against a decline in the value of its currency. This 
may in some cases inhibit the usefulness of currency which is available only for 
loans. 

Third: To the extent that United States assistance constitutes an element in 
an annual understanding with a country, not only the dollar assistance but the 
local currency proceeds from that assistance are considered as the United States 
contribution for that year. Therefore, even though the local currency proceeds 
from 1 year’s program may still be available for use in the next year, they cannot 
be considered as part of a second year’s understanding. In other words, you 
cannot count the same dollar twice even though it changes form in the process 
of being used. 

In several of the countries receiving the largest amounts of economic assistance, 
the basic need for the approvriated dollars is to assure a flow of goods and services 
into the economy in order to serve such purposes as combating inflation or helping 
to build, or supply raw materials for, productive facilities. This group would 
include, among others, Korea, Taiwan, Pakistan, Turkey, Greece, and Spain. 
In these countries if a substantial backlog of uncommitted or unobligated local 
currency existed (which in most of these countries it does not) it could not be 
used to meet the requirement in fiscal year 1959 for a continued flow of goods and 
services into the country. The currency resulting from this flow of goods and 
services is frequently useful to the full achievement of our objectives. But it 
cannot achieve the purposes of newly appropriated dollars. It is the second step 
in a single transaction, begun at an earlier time, and cannot be used in lieu of the 
first (or dollar) step in the transaction which must be started in fiscal year 1959. 

These three factors lead to the conclusion that the generation and availability 
of local currencies, both under MSP and Public Law 480, are in some cases useful 
in improving the use of resources available to these countries but cannot be 
substituted for the external resources needed by the country. To furnish such 
resources requires foreign exchange supplied by our aid dollar. 


C. An exception: Triangular currencies 


An exception to the above discussion on the usefulness of local currency is a 
limited amount of currency which can be used to procure goods and services for 
use in the mutual security program in third countries. The largest amount of this 
currency was generated under section 402. These generations do not reduce the 
need for MSP dollar appropriations since the surplus commodities must be 
purchased with these funds. The dollars which purchased the agricultural com- 
modities are charged against the dollar program of the country which will receive 
the benefits from such currency. The generated currencies are in effect a part 
of the pipeline from earlier appropriations and have been taken into account in 
making the request for dollar appropriations for fiscal year 1959 


D. Value and availabilities of local currencies 


Great difficulty is encountered in producing global tables involving inconvert- 
ible currencies in dollar equivalent values which are at all realistic. Deposits 
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in the various accounts discussed herein are made at agreed rates, which may 
vary from agreement to agreement, depending on the nature of the transaction. 
While every effort is made to negotiate agreements at the most favorable possible 
rates, provision is seldom made to cover devaluation after the foreign currencies 
have been deposited and before they have been expended. The dollar-equivalent 
figures used in the attached tables are shown at agreement rates which in many 
instances do not reflect the true current value. In total, this results in stating 
a dollar value considerably in excess of the actual market value. 

A substantial portion of the accumulations of local currencies is in countries 
for which no economic aid other than technical cooperation is proposed under 
the Mutual Security Act. While the major portion of such accumulations are 
in Public Law 480 currencies, some accumulations of counterpart exist in countries 
for waite no defense support or special assistance program is proposed for fiscal 
year 1959. 

A substantial portion of present counterpart currency accumulations results 
from the fact that, in certain cases, it has been agreed with the host government 
not to release such currencies into foreign economies. In such cases, while a 
dollar equivalent value can be assigned to these frozen currencies, they have no 
program value since they cannot be used at present. Approximately $341.7 
million of the unprogramed balances as of June 30, 1959, are in this nonusable 
category. 

To clarify the above points and reflect their importance, the following table 
shows the major accumulations of MSP-related foreign currencies by country 
and source. It will be noted that of the estimated total unobligated balances of 
$778 million as of June 30, 1959, $117.2 million is in countries not scheduled to 
receive defense support or special assistance in fiscal year 1959, and $341.7 million 
is estimated to be unavailable for program purposes because it has been frozen, 
leaving unprogramed only $319.1 million of usable currencies in countries 
scheduled to receive defense support or special assistance. 

There are also attached four tables showing the cumulative status of United 
States-owned or controlled local currencies as of the end of fiscal years 1957, 
1958, and 1959. 

In developing programs to be carried out in the various countries under the 
mutual security program, all existing and potential local currency assets are 
taken into account. A reference to the individual country tables will show the 
planned uses of these currencies. The country tables show the amounts planned 
for obligation for military and economic purposes in the country. The economic 
uses are distributed by field of activity and individual project, 


CoUNTERPART AND UNrTep Srares-Ownep Loca CurRRENcCY IN EUROPEAN 
CouNTRIES NOT PROGRAMED TO REcEIVE DEFENSE Support, SPECIAL ASSIST- 
ANCE OR TECHNICAL COOPERATION IN FiscaL YEAR 1959 


WORLDWIDE 


Counterpart and United States-owned local currencies that have been derived 
from prior year dollar aid and surplus commodity sales programs are not totally 
expended in some European countries no longer receiving mutual security program 
economic assistance. Local currency proceeds are also being generated currently 
from sales of surplus agricultural products under the mutual security program 
(sec.402) and Public Law 480 title I programs in these “nonaid’’ countries. 


Counterpart 

No unexpended balances are expected to remain in the counterpart accounts 
for any of the nonaid European countries after June 30, 1959. 

All of the equivalent $9.4 billion in counterpart generated and deposited since 
1948 in nonaid countries is expected to be committed to agreed purposes by the 
end of fiscal year 1958, except for $28.1 million in Austria, n equivalent of 
$33.3 million will remain unexpended on June 30, 1958, representing the total of 
unexpended balances in Austria, Ireland, and the United Kingdom. 

The unexpended balance in Austria includes repayments of loans made under 
the Zablocki amendment and a small amount of counterpart that has never been 
programed. An overall counterpart settlement is being negotiated with the 
Austrian Government which will cover the foregoing unprogramed amount and 
all funds now programed to revolving loan accounts. However, the final settle- 
ment is not expected to be reached before fiscal year 1959 because of the internal 

olitical situation in Austria. The use of the unexpended balance shown for 
reland as of the end of fiscal year 1958 has already been agreed for financing an 
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agricultural institute and funds can be withdrawn in fiscal year 1959 or as soon as 
current discussions on details are completed. A small balance of $550,000 worth 
of sterling is being retained unexpended in the United Kingdom counterpart 
account into fiscal year 1959 in case any refund actions should arise from audit of 
old dollar obligations, 


MSP United States-owned local currencies 


Of the total MSP United States-owned local currencies derived from the sale of 
surplus agricultural products under section 402 and section 550, about 10 percent 
was allocated to the Department of Defense for offshore procurement, about 35 
percent was made available for host country uses, slightly more than 50 percent 
was set aside for FRADE, purchases of commodities in the host country for use 
in third countries, and the remaining 3 percent consists of section 550 funds 
programed for French and British dependent overseas territories, Somalia, and 
other uses. Local currencies earmarked for specific third-country programs have 
been taken into account in estimating new dollar requirements for those programs. 

By the end of fiscal year 1959, all MSP United States-owned local currency is 
expected to be fully obligated but unexpended balances of $2.6 million will remain 
in Italy for offshore procurement, as well as $300,000 in Somalia and $354,000 in 
the British dependent overseas territories. 

The unobligated and unexpended balance in the United Kingdom at the end 
of fiscal year 1958 consists largely of section 402 sterling originally intended for 
United States use for offshore procurement for third countries, administered by 
the Department of Defense, and section 402 sterling which ICA is holding for 
host country military use subject to direction from the Department of Defense. 
The original programing of these funds is under review and is in the process of 
adjustment in the light of current military requirements. These accounts are 
expected to be closed out in fiscal year 1959. 

About 95 percent of the section 550 funds programed for the British dependent 
overseas territories is expected to be expended by the end of fiscal year /1959. 
The rate of expenditure has been relatively slow because of a lag in the dependent 
overseas territory development plans with which the prior year] local currency 
projects are associated, but the territories are now moving ahead with these 
projects and expenditures will be accelerated in fiscal years 1958 and 1959. 
The rate of expenditures is also expected to improve in Somalia, 


Public Law 480, title I program 


Public Law 480, title I sales agreements totaling a market value equivalent 
of $263.9 million were negotiated during fiscal years 1955—57 with 9 nonaid coun- 
tries in Europe. Under these agreements a total of $119.7 million was reserved 
for United States uses. Most of the remaining $144.2 million was earmarked for 
loans to countries purchasing the surplus commodities to promote multilateral 
trade and economic development, the remainder or $26.5 million being reserved 
for financing procurement of goods and services for use in programs in third 
countries. Generally, the Budget Bureau apportions “third country” currency 
only in exchange for appropriated dollars, 

Except in the case of Finland, all ICA-administered local currency generated 
and deposited under the foregoing programs is expected to be obligated by the 
end of fiscal year 1958. All deposited funds are expected to be expended by June 
30, 1959, except in Finland and Portugal. 

An obstacle to rapid programing of available funds in Finland has been the 
limited types and amounts of goods that can be supplied by Finland at world 
market price and that are needed in the underdeveloped areas. A Presidential 
determination has been made to loan the remaining balance to Finland for eco- 
nomic development under section 104 (g). 

In the case of Portugal, all the Public Law 480, title I local currency generated 
and deposited was fully obligated by June 30, 1957, for loans to the Portugese 
national development fund to construct food storage facilities. However, actual 
construction is not scheduled to begin until January 1958 and will extend beyond 
fiscal year 1959. Approximately 60 percent of the funds deposited, although fully 
obligated, will remain unexpended on June 30, 1959. 

Expenditure of funds will be fully completed in Italy by the end of fiscal year 
1959. The lag in fiscal year 1958 reflects the nature of Italian governmental 
procedures that necessitate passage of authorizing legislation for each separate 
use. Similarly, in Austria the Public Law 480 funds obligated for loans to 
Austrian industry are not disbursed until loan applications are processed and 
approved. 
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Other currencies (coal-procurement fund) 


Sales of United States surplus coal, generating a total equivalent of $17.3 
million in local currency, were made in fiscal 1955 to 6 European countries not 
now receiving MSP economic assistance. Only in Denmark is there expected to 
be any unexpended balance of local currency remaining on June 30, 1958 or 1959. 

Reduction in the amount of this unexpended kroner balance is dependent on 
the availability of Danish export goods of suitable types and at competitive prices, 
as needed for United States aid programs in underdeveloped countries. The 
Danish coal-procurement fund is expected to be 80 percent obligated by the end 
of fiscal year 1958 and fully obligated by the end of fiscal year 1959; but about 35 
percent will remain unexpended at the end of fiscal year 1959 because of the length 
of time required for delivery on some of the capital goods being procured. 

(The tables having to do with pages 111 through 115 of the book entitled 
“Worldwide Summary Statements” follow:) 
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Acting Chairman Moraan. You say this breakdown listed on the 
last page of your statement is taken an a study conducted by the 
National Planning Association, which was made for the special Senate 
committee studying foreign aid? 

That committee gave the job to several different private research 
organizations to study different aspects of foreign aid and this par- 
ticular job was done by the National Planning Association. 

Did this come from the Senate committee or the National Planning 
Association? 

Mr. Driton. It came from the National Planning Association. 

Acting Chairman Morean. Mr. Chiperfield. 

Mr. CurprerFietp. Thank you, Mr. Chairman. 

Mr. Dillon, I think this is a wonderfully fine statement. It is 
constructive and it is clear. It is in language I can even understand. 

I believe the suggestions and recommendations that you are makin 
this year will make this program more effective. I for one am glad 
you are in the position that you are, because I think it will be helpful 
to have your cooperation and coordination in bringing this program 
into a more effective position. 

I have no questions at this time. 

Thank you, sir. 

Acting Chairman Morean. Mr. Secretary, one further question: 
You state under this delegation you are now charged with the function 
of coordination between the military and economic assistance pro- 
grams. 

Mr. Ditton. Yes. 

Acting Chairman Moraan. It has been stated here in previous ex- 
ecutive sessions by the Assistant Secretary of Defense, Mr. Sprague, 
that he had set up a sort of a training program for MAAG chiefs to 
attend so that they can function more effectively as a part of the teams 
in the field in selecting proper projects under this program. 

I just wondered if, in connection with your job of coordinator, you 
are going to have a similar school for people im the ICA. This might 
result in better cooperation in the field between the defense-support 
people and the military people. 

Mr. Ditton. That is certainly something that we are going to em- 
phasize and strive to have. I think some of these congressional visits 
have indicated that at some places it hasn’t been as close as it should 
be. 

That was the major reason why the Defense Department set up 
these training programs for the MAAG chiefs, and Mr. Smith will talk 
more fully abcuit what he is going to do with ICA mission directors. 

But we have agreed, the three of us, Mr. Smith, Mr. Sprague, and 
myself, that we will put the greatest possible effort into making sure 

in the field that the country team as a whole, which is under the am- 
bassador, includes the MAAG chief and that they really discuss all 
these matters rather than keeping them in separate compartments. 

Mr. CuirerFIELD. Mr. Chairman, there is.one matter I wanted to 
bring to Mr. Dillon’s attention. 

Yesterday, in Mr. Dulles’ statement, he said the Soviet bloc had 
established a line of credit, I think over $1 billion, to a certain number 
of non-Soviet countries. 

At some time, I would like to get a breakdown of what those credits 
were, their kind, and to what countries they were given. 


a 
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Mr. Ditton. Mr. Chiperfield, we have been working on that in the 
Department for some time, and I expect that very shortly, certain] 
within the next week or two, we will be prepared to publish detailed, 
unclassified information in a booklet which will cover that in great 
detail, so that it will be available. 

Mr. CuirerFIELD. Thank you, very much. 

Acting Chairman Morean. Mr. Burleson 

Mr, Burieson. Thank you, Mr. Chairman. 

Mr. Secretary, on page 20 of your statement you discuss the ap- 
propriation for this year and how the amount is needed to more or less 
restore activity which I assume was anticipated in prior years. The 
Congress, having reduced the appropriation, supposedly intended 
that certain activities and expenditures be reduced. 

I take it, that the program has gone on in the same fashion as it 
would have gone on, ey no cuts been made. In other words, the 
$4 billion figure for fiscal 1959 includes a restoration of previous cuts; 
that if this full appropriation is made for the fiscal year 1959, it would 
vitiate any cuts heretofore made. 

The Congress has made no cuts in the foreign aid program in years 
just past if we authorize this full amount this year, is that correct? 

Mr. Ditton. I wouldn’t put it quite that way, Mr. Burleson. 
We have had very extensive pipelines and backlogs, particularly 
in the military assistance field, and also in the defense support field, 
which affected congressional thinking on this to quite a great extent. 

The cuts made by the Congress have forced the executive branch 
to reduce those pipelines much more rapidly than otherwise presum- 
ably would have been the case, and [ think also that if those pipelines 
hed not been reduced by these cuts, you probably would have seen an 
expanded program. 

Certainly the military assistance program would have shipped more 
things over—instead of spending about $3.7 billion, we would have 
been spending about $4.2 billion, or $4.3 billion. Because of these 
cuts that have been made, that has not been the case. 

Expenditures have stayed level, and in fact have declined some- 
what, and what we are trying to point out now is that this reduction 
of the pipeline both in military goods, for military assistance and also 
for other projects in economic assistance, has reached the point where 
further cuts would mean very direct changes in the program in the field, 
which would have very real political repercussions, such as reducing, 
or substantially reducing, our ability to support armed forces in 
Vietnam, in China, in Korea and places like that. 

Mr. Burueson. Now, the expenditures and operation generally, 
which this program is supposed to meet, have been curtailed, in 
respect to the reduction made by the Congress? 

Mr, Ditton. That is correct. 

For instance, in the technical assistance program, we had hoped very 
much to increase it, but actions of the Congress have forced that pro- 
gram to remain absolutely static for the last 2 years. 

We are hoping that this year the Congress will appropriate a little 
more money and allow us a certain expansion in that technical assist- 
ance program, which we think is very important. 

Last year, also, the Congress limited the funds for the Development 
Loan Fund, because of the fact that this fund was just getting under- 
way. 
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I don’t think, personally, that that limitation has turned out to be 
serious, but next year the fund is in full operation. We have very big 
requests in, and similar cuts this year would have a great effect. 

Mr. Burieson. Whatever the degree of contraction of the program 
has been, do you think it has beer injurious to our objectives around 
the world? 

Mr. Ditton. I think we would have been a little better off if we 
could have had more technical assistance money. That has been 
very helpful to us where we have used it. From the military point 
of view, when you supply weapons, you have certain defense capability 
when they get into the field. Now, if a war doesn’t come and if you 
are not at war, it doesn’t really make a great deal of difference. If 
something would have happened, perhaps, we would regret that we 
didn’t have more there. But there hasn’t been a war, so I can’t say 
there has been any injury. 

Mr. Jupp. Will the gentleman yield at this point? 

Mr. Burunson. Yes. 

Mr. Jupp. When you say that, as of today, the cuts haven’t been 
injurious, are you including only the cuts in the economic program, or 
the military program? 

Mr. Ditton. I was talking about the military program. 

Mr. Jupp. You gave your illustration in technical assistance. 

Mr. Ditton. I said they had hurt in technical assistance, but the 
military one was the place where you cannot say it had hurt unless 
war comes. 

Mr. Burueson. I assume my time is up, Mr. Chairman. 

Acting Chairman Morean. Mr. Vorys. 

Mr. Vorys. Referring to your last exchange with Mr. Burleson, it 
might be said that since we did not have a war last year, therefore, we 
could have saved our entire $38 billion we spent on defense. Isn’t 
that a similar proposition? 

Mr. Dituo0n. I suppose so. 

Mr. Burusson. I did not hear it. 

Mr. Vorys. It might be said that, since we did not have a war last 
year, therefore, our entire expenditure on defense was very foolish. 
On that basis, we could have saved $38 billion, or at least cut it in two. 

It seems the answer is we are playing a very rough game in a naughty 
world in this military deterrent business, and, every time we drop 
our forces below, or fail to build them up to, the figure that our 
military people think is safe, we are just taking a chance on a war. 

Of course, anybody can say that, since we haven’t had a war in 
the past few years, we could have saved hundreds of billions of 
dollars. The answer is that the expenditure, we sort of think, was 
necessary to stave off a war. 

Mr. Ditton. In military assistance, that is the place where this 
pipeline argument has come into play the most. As I said, the pipeline 
was $8 billion in 1953, and it is projected to be down to $3 billion by 
the end of the next fiscal year. 

Now, any reduction below that—the figure that is requested here— 
would lead to a real reduction in the arms we furnish to our allies, 
and I think General Norstad will be able to tell you, and the others, 
that the European field will cause great difficulties this year, since we 
are trying to get the other countries to keep up their defense estabe 
lishments and maintain the necessary amounts. If we start cutting 
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and showing we aren’t interested in this NATO defense, it would be 
very serious. 

Mr. Burueson. Have we not saved money on our missile defenses 
here at home? 

Mr. Vorys. We saved all but $3 million on missile research from 
1945 to 1951. During that period we saved billions of dollars on 
missiles research. We are paying heavily for that “economy” now. 

Mr. Diuuton. I would like to say something about unprogramed 
funds; the fact that we have now available really very few, dangerously 
few, funds to meet any emergency, and, if there should be an emer- 
gency today, we just don’t know what we would do about it until the 
new funds are aoe ome We are just keeping our fingers crossed. 

Mr. Vorys. Mr. Dillon, I want to join in complimenting you on 
your statement. In the first place, you covered rapidly but thoroughly 
= spots of the details this committee is going to have to wrestle 
with. 

In the second place, I approve of the coordination steps, the incor- 
poration of the loan fund, and a number of other items, first, because 
they are good, and, second, because they were responsive to con- 
gressional suggestions and advices. I would like to make one com- 
ment, and then a question. 

I recognize there are differing ideas in our committee and the 
Appropriation Committee about these presentation books, but I can 
think of no better way to keep Congress from getting essential infor- 
mation than to have books they can’t take to their office and that are 
so big they can’t use them at this table. I know there are varying 
views in the committees on that, and you people have to accede to 
those views. 

Now, on this matter of classification, just offhand I can’t think of 
anything that would help this program more than to extend the 
amount of unclassified information. There is an awful lot of this 
information that gets out in garbled form. There is an awful lot of 
misinformation on this program going on. On the floor, not only 
during debate on this bill, but at other times, we who know the facts 
find we are hampered because the information is classified. 

Before we had the great advantage of your services on this program, 
for instance, in 1954, the amounts of military assistance for each NATO 
country was put into the record and was in our report. The fact that 
it was there was quite helpful to us. 

I hope that your presentation team will find out whether we suf- 
fered any by spreading that on the record. If, as I think they are 
going to find out, we didn’t suffer—this is directed more to the military 
end of it—I think they might consider making similar disclosures, or 
as close approximations as they can for this year, for as much of this 
program as possible. 

Mr. Diiiton. We will be glad to look into that. As a matter of 
of fact, the Secretary in his public statement yesterday did give a 
military figure for the NATO countries of $610 million, but we will 
take up with the military whether we can get that figure refined, and, 
perhaps, get similar overall figures for other areas. 

Mr. Vorys. I think you are probably going to give them by regions. 
But this, in 1954, was by country. It was in the NATO area and a 
few other spots like Indochina and so forth. 
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A reporter recently talked to me on this; he was writing a series on 
foreign aid, and he has become sympathetic to the whole program. 
But he said, ‘‘I am just crippled in my attempts to write helpful stuff, 
because I cannot get the iecwiation necessary to knock down some 
of the ignorance and misinformation that I find.” 

Along that line, for some years we had to battle the executive de- 
partment every year in putting in statements of encouragement 
toward European unification. They said, “Oh, don’t do that.” We 
put them in anyhow. And now that is the position of the executive 
branch and everyone else. 

Year after year, I had to drag out of the Defense Department how 
much it cost for an American soldier overseas. That was an annual 
exercise that we went through, to dig that out of the Defense Depart- 
ment reluctantly, because they said, ‘“That will make it appear to our 
allies that there is some advantage to the United States in carrying 
this on, and we want them to feel that we are just doing it because we 
love them so much.” 

Well, we changed on that. 

I think at a time like this we shouldn’t be too squeamish about 
some possible minor embarrassments overseas when being too fussy 
about it may embarrass the whole program here at home. 

I have dwelt on something outside your statement. I think yours 
is a fine statement, and I think my time is exhausted, unless Mr. 
Dillon wants to comment on my comments. 

(The following letter and table have been received for inclusion 
in the record at this point:) 


DEPARTMENT OF STATE, 
SpecraAL ASSISTANT FOR Mutrvat Security CoorRDINATION, 
Washington, March 9, 1958. 
Hon. THomas E. Morgan, 
Acting Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Dr. Morcaan: During the hearings before your committee on February 
27 the desirability of declassifying country military assistance figures to the 
greatest extent possible was discussed. Congressman Vorys pointed out that the 
executive branch had declassified certain NATO country figures for fiscal year 
1954, and asked whether this action had caused us any difficulties in our foreign 
relations and, if not, why we could not do the same or better with respect to the 
fiscal year 1959 country military figures. 

It is true that during the hearings in 1953, the executive branch declassified 
military assistance figures proposed for fiscal year 1954 programs in 12 European 
countries. No edie evidence that this damaged our foreign relations has been 
found. Officials who remember the incident have pointed out, however, that the 
release came late in the hearings and little publicity attended it. 

Since that time, despite the fact that the executive branch shares with the Con- 
gress the desire to declassify as much of the material pertaining to the program as 
possible, it has classified proposed military assistance program figures. 

Last year, in preparation for the hearings on the fiscal year 1958 mutual security 
eegrem, the executive branch made a thorough restudy of the problem. United 
States missions in all countries to which we provide military assistance were asked 
for their recommendations. Almost without exception they expressed strongly 
the opinion that proposed program figures should remain classified. 

The question has again been carefully considered in connection with the presen- 
tation of the fiscal year 1959 program and principally for the following reasons, 
the executive branch continues firmly to me. that it should not declassify 
figures on proposed country military assistance programs. 

1, Public release of the figures could lead countries to believe they have a right 
to receive the amounts proposed, and could create some bitterness if it was neces- 
sary subsequently to reduce those amounts; 
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2. Such a release of the figures could eliminate or reduce the flexibility and 
bargaining power of the United States in negotiations which follow congressional 
action; 

3. It could promote invidious comparisons and exploitation for political purposes 
of differences among countries. 

One further point should be noted. The release of proposed fiscal year 1959 
country figures could be misleading because the amount requested for conventional 
support is being reduced or phased out in a number of the NATO countries con- 
cerned and the rather substantial amounts requested for new weapons are not 
pemmobecs in the country program figures since they are presented on a worldwide 

asis. 

For these reasons, the executive branch does not believe it to be in the United 
States interest to declassify the specific information referred to above. I am 
enclosing, however, a table showing, on an unclassified basis, information with 
respect to military assistance to 12 NATO countries which gives comparisons 
which I think will be of interest to the committee. 

Sincerely yours, 
Rosert G. BaRNss. 


Military assistance program and accomplishment data! 


[Millions of dollars] 








l \| | 
| Estimated || Estimated 
Fiscal year accomplish- Fiscal year | accomplish- 
Country 1950-58 ments i} Country 1950-58 ments 
program through || program through 
June 30, 1958 || June 30, 1958 
Bb ted betel heidi | eee kD : 
Belgium__-_----..-.-- $1, 080 | $1, 059 |} Netherlands. ____--- $982 $939 
ee, ae | 415 | 373 || Norway..........-..-} 593 538 
EL ee 3, 817 | 3, 692 || Portugal. -------- 257 236 
Gre00s tanec t- ss5s- ; 759 | 651 || Deets .. (ich 8. siecle 366 237 
iin bd ete cae ne 1, 647 | 1, 577 || Turkey__--- A 1, 410 | 1, 176 
Luxembourg. - - -- i 7) 7 | 


| United Kingdom..__- 832 701 


1 The program information is a total of all military assistance programs approved for the countries indi- 
cated and financed with mutual security funds since the inception of the program in 1949. Programs pro- 
vide military equipment and supplies; certain types of military construction; repair and rehabilitation of 
military stocks furnished to countries which were excess to the needs of the military departments (no values 
are included for such stocks); and training. Transportation and other accessorial charges for moving 
equipment and supplies are not included because they are not programed by country. Programs for direct 
forces support are included only for fiscal year 1956 and 1957. Defense support programs are not included 
in the totals. The above excludes $512 million worldwide programed for modernization-missiles and air- 
craft which have not been programed by country. The existence of an approved program does not con- 
stitute a commitment by the United States for fulfillment. 

The data on accomplishments are cumulative since the inception of the program. They represent 
generally the value of shipments for equipment and supplies and fiscal expenditures for services. 


Acting Chairman Moraan. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Did I understand you were going to insert in the record pages 111 
through 115, and the tables? 

Acting Chairman Morean. Yes. 

Mrs. Kutuuy. I find in the table, the local currency is itemized, plus 
its source, plus its use. Is that right? 

Mr. Diuion. That is right. 

Mrs. Keuuy. First, I would like to have you explain why this fund 
gets frozen. That, I would like clarified. 

On page 114, you talk about the loan, the accrued counterpart in 
Austria. And this year, at the end of this fiscal year it is going to be 
down to something like 28.1 million in Austria. 

We were over there last year, in April. The accumulation was 
$400 million, and they couldn’t use it due to the fact that the economy 
of the country could not absorb it. 

Can you tell me how you used that much since last April, to date? 

Mr. Ditton. I can’t give you that detail, but we will get that. 
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Mrs. Ketiy. Who will answer? 
Mr. Dition. We can get that information for you. 
(The information is as follows:) 


AUSTRIAN COUNTERPART 


No counterpart was used to pay Austria’s obligations to the Soviet Union. 
These obligations are being met by the shipment of Austrian goods. 

On page 121 of the worldwide summary statements, a total of $112 million in 
Austrian schillings is shown as ‘‘frozen” as of June 30, 1957. However, pursuant 
to the authority granted in the Mutual Security Appropriation Acts, this counter- 
part was subsequently retired for being in excess of the counterpart deposit 
requirement under the Mutual Security Act of 1954, as amended. 

In the Austrian account, $28.1 million sehilling equivalent is estimated to be 
uncommitted on June 30, 1958. This balance is expected to be released during 
fiscal year 1959. 

In addition to the $28.1 million schilling equivalent still uncommitted, the 
Austrian counterpart account has substantial assets in the form of outstanding 
loans made for economic development from previous counterpart accumulations. 

As of the end of December 1957, United States assistance provided to Austria 
under the Marshall plan and pre-Marshall plan programs had resulted in the 
deposit of 16.4 billion Austrian schillings ($629.9 million equivalent). In addi- 
tion, interest totaling 276 million schillings ($10.6 million) had accumulated from 
loans made under this program, 

From the total of 16.7 billion schillings ($640.5 million) deposited, 3.0 billion 
($116 million) had been released as grants for economic development, 865 million 
($33.3 million) had been set aside for United States uses, and 9.3 billion ($356 
million) for Austrian economic development loans, including the reprograming 
of 459 million Austrian schillings ($17.6 million) in loan repayments. 

On July 7, 1957, 2.9 billion schillings ($112 million) was retired under the 
authority of section 105 of the Mutual Security Appropriation Act. The total 
of unprogramed funds on deposit, $22.9 million equivalent (expected to rise to 
$28.1 million by June 30, 1958, as reflows on Zablocki loans accrue), plus the loans 
outstanding as of December 30, 1957, was 9.4 billion schillings ($361.5 million). 

These loans, together with interest, will eventually be repaid to the special 
counterpart account and, under present arrangements, would be subject to 
reprograming by the Austrian Government with United States concurrence. 
However, since these funds have served their original purpose, and in order to 
avoid involvement by the United States Government over many years in their 
disposition, the United States is attempting to reach a general agreement with 
the Austrian Government both as to the use of the $28.1 million schilling equiva- 
lent still uncommitted and the repayments to be received from loans outstanding 

Negotiations looking to such a general settlement have been underway for 
some time, and the Austrian Government is expected to present a plan for United 
States approval within the coming year. 

Mrs. Keuxiy. I want to find out, was it used for some sort of a 
project or by any chance was it used in any method whereby Austria 
could possibly pay Russia under the treaty agreements for any of her 
backlog debts? 

Mr. Dition. I have no idea. I haven’t heard of any such thing, 
and I wouldn’t think that was the case. 

Mrs. Keiiy. Would it in any form be used so she could meet her 
Russian obligations? 

Mr. Ditton. We will look at that, but I wouldn’t think so. 

Mr. Jackson. Was the $400 million figure before or after the gentle- 
woman’s subcommittee was there? 

Mrs. Ke.ty. I will guarantee you, I tried to get some but unsuccess- 
fully. We were only there overnight, so it doesn’t matter. 

Mr. Farsste1n. Will the gentlewoman yield? 

Mrs. Keury. Yes. 

Mr. Farsstrein. I see in the 1959 fiscal-year program [security 
deletion]. If they have $400 million [security deletion]. 
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Mrs. Kexuy. I don’t understand your question. 
Mr. Farsstein. If they have $400 million 
Mrs. Ketiy. That amount was accrued in counterpart. 

Mr. LeCompte. What page are you on, if I may ask you? 

Mrs. Ketiy. I am on page 114. All this is going to be released, 
from 111 to 115. 

How do these accounts get frozen under Public Lawj480? What 
do you mean it is frozen and can’t be used? That is on page 113. 

“They have no program value since they cannot be used at present.” 

How do these funds get frozen, by agreement? 

Mr. Ditton. By agreement; yes. 

There are some countries where because of inflation it is not practical 
to release them, and by agreement with the country concerned they 
are kept sterilized or frozen, or whatever word you want:to use. 

Mrs. Keuiy. That is what I was told while in Austria last April, 
that they were to be frozen. So, now, it comes down to where, by 
the end of this year, on page 114, in the particular account of Austria 
to 27 million—I hope you use them. 

I wonder if you used them for the refugees or the buildings, or what 
you used them for. I just don’t want anything to get back to Russia. 

Mr. Ditton. I have just had my attention drawn to the table on 
page 121. It shows figures a little smaller than the figure that you 
mentioned. It says $174 million. 

Mrs. KEtty. Was I correct on the $400 million, Mr. Bentley? 

Mr. Benttiey. As far as I can remember, you were. 

Mr. Dituon. We will give you a complete statement on the Aus- 
trian thing, anyway. 

I find that the biggest amount here, the deduction in this thing is 
$112 million, under “Not available for use, frozen.” So I think you 
will probably find $112 million is still frozen. 

Mrs. Ketuy. $112 million would be frozen, and then 28—what I 
want to know is how you spent the difference. 

The only reason it is frozen is on agreement between the two 
countries because of the economy of the country? 

Mr. Ditton. Yes. 

Mr. Apatr. Who determines these funds will be frozen, Mr. 
Dillon? By what process is that decision made? 

Mr. Ditton. Under Public Law 480, the loan agreements provide 
that they can be used by mutual agreement between the United 
States and the recipient country. 

The funds in Public Law 480 belong to the United States. In the 
case of counterpart, they belong to the local country, but again it 
provides they should be spent with agreement between the two 
countries. 

Now, that agreement is reached in the ordinary process of negotia- 
tion in which our Embassy and particularly the ICA mission director 
would negotiate with the financial officials of the country concerned, 
and either reach agreement to spend the money on certain projects or 
reach agreement that it was not a useful thing to do. 





Mr. Apatr. In fact, the foreign country concerned has a veto 
power, then, if the funds may be used only by mutual consent? 

Mr. Dutton. There is a joint veto power. They have a veto power 
and we have a veto power. 

Mr. Apvatir. They can say, “Don’t use it,”—and that is it? 
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Mr. Ditton. Yes. 

Mrs. Ketuy. Public Law 480 is really ours? 

Mr. Diuton. Yes. 

Mrs. Ketuy. In these tables, do you differentiate between Public 
Law 480 and the other funds? 

Mr. Ditton. There are tables that do differentiate. In some, they 
are added together, and in others they differentiate. 

The whole breakdown is in the book. 

Acting Chairman Mora@an. The gentlewoman’s time has expired. 

Mrs. Bolton. 

Mrs. Botton. Mr. Dillon, this is really a great relief. I am a little 
fascinated by the artistic effect of these. 

My questions may not be pertinent today, but what is going to be 
the attitude of France in these portions of gray material in here? Is 
France going to continue her assistance in Morocco and Tunisia, since 
this raid occurred? What is the climate? 

Mr. Ditton. Obviously, the climate has been very much damaged 
on both sides. 

When I said the contingency funds this year are extremely low, that 
is one of the places that we are very much afraid we may have to call 
on our small remaining funds for use. 

That was also something for which we might well have to dip into 
the contingency fund for next year. 

We did not know how to program that exactly. We did program 
some in special assistance on an assumption that France would con- 
tinue. That assumption, I am afraid, is highly questionable, at 
least in the case of Tunisia. 

In Morocco, we seem to have somewhat better relations between 
France and Morocco. If those relations don’t continue, we will have 
to draw substantially on our contingency funds that may be voted 
for next year, because the amount programed is nowhere near enough 
if there is no aid from France. 

Mrs. Botton. And the situation in Morocco and Tunisia is exceed- 
ingly explosive as far as we are concerned. If we just let it ride, we 
are going to be finding ourselves in a very serious situation, are we not? 

Mr. Di.tion. Yes, and we are well aware of that. 

[Security deletion.} 

Mrs. Bourton. Is it recognized over here the tremendous impacts 
of Egyptian radio and Egyptian teachers” 

Morocco is being swamped with Egyptian teachers in the schools. 

That is, again, something I hope can be taken into account in the 
planning for those north African countries. 

Mr. Ritatn: We are aware not only of north Africa, but in various 
countries in the Middle East, the Egyptians have been using educa- 
tional facilities as a way to spread their gospel. 

I think it may be interesting in that connection that the expansion 
of the technical assistance program, which I mentioned, is almost 
entirely in Africa, and also, on the second hand, in Latin America. 

The three new programs we talk about are all in Africa, and the 
expanded country programs are in Africa, too. We are includin 
Morocco and Tunisia as two of them, where we felt that type of wor 
was very necessary. 

Mrs. Bouton. in Libya, England is walking out, with what would 
seem too little sense of responsibility. She apparently expects us to 
pick up her checks. 
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Are we just going to do that, or are we going to be free to negotiate 
on our own for the United States, rather than England? 

Mr. Ditton. We have been talking with the United Kingdom for a 
long time on this subject, and as a result of these conversations they 
have agreed to maintain a larger contribution than they had originally 
planned. 

[Security deletion.] 

Acting Chairman Morean. Mr. Byrd. 

Mr. Byrp. I have no questions, thank you. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. I want to join others in complimenting you, Mr. Dillon, 
for making clear some of the parts of this program about which the 
most confusion prevails and which are the hardest to explain; especially 
your taking on the tough ones, as Mrs. Kelly said, like the role of 
counterpart funds and Public Law 480 local currencies, et cetera. 

May I ask this question: Who is the Under Secretary for Economic 
Affairs? You are the Deputy. 

Mr. Diton. There isn’t any Under Secretary. 

Mr. Jupp. I wondered. If there were, I think they would move 
you up to the Under Secretary. 

There is an overall Under Secretary, Mr. Herter, and then you are 
a Deputy Under Secretary for Economic Affairs? 

Mr. Ditton. And Mr. Murphy is the Deputy Under Secretary for 
Political Affairs, and Mr. Loy cs is the third Deputy Under 
Secretary, and he is for Administration. 

Mr. Jupp. On pages 4 and 5, you are speaking about the illustrative 
programs. I thought that they were pretty much going to be elim- 
inated, these illustrative programs, but maybe it was only the Devel- 
opment Loan Fund items that were no longer to be illustrative pro- 
grams. 

I recall we argued that last year during the debate. One of the 
main values of the Development Loan Fund was that the aid would 
be given to specific projects, not to general illustrative plans which 
then might or might not materialize. 

Mr. Driton. That is correct, but we still provide illustrative pro- 
grams for the other categories of aid. 

Mr. Jupp. Because you can’t foresee exactly what the economic 
needs of a country may be, depending on the developments in that 
area? 

Mr. Dimon. Yes. 

Mr. Jupp. On page 12, under technical cooperation, you said you 
wanted it ex anded because you plan some increases in about a 
half-dozen relatively new country programs and the initiation of 
three new programs. 

Perhaps this will come up later, but I am interested in knowing 
what those three new programs are. 

[Security deletion.] 

Mr. Jupp. And you mean new country programs in half a dozen 
different countries? 

Mr. Ditton. Programs we just started last year or the year before. 

[Security deletion.] 

Mr. Jupp. When you say “new country programs,”’ does “‘new”’ 
modify country or programs? Is it new country, or new programs? 

Mr. Ditton. It is a lit tle bit of both. 
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[Security deletion.] 

Mr. Jupp. May I put in a comment there that I think we have 
talked about before. 

So often when we open up a program in a new country, those in 
charge seem to feel they must give it the full treatment. I mean, 
whatever program we have in any country has to go into this new 
country. 

I hope that temptation will be resisted, because it is at that point 
where some of these new countries get flooded and overwhelmed. 
Actually the programs that may be needed in a new country like Laos, 
are not the same things needed in another new country like Ghana. 

Yet, there is a tendency to have a uniform pattern all around the 
world, and I am sure you will watch that. 

Mrs. Boxiton. Will you yield just a minute? 

Mr. Jupp. Yes. 

Mrs. Botton. May I just say I second that with all the power I 
have in me. 

Mr. Jupp. I just want to make one more comment. At the top of 
page 19, where, in speaking of the triangular currencies, you say that 
there is a limited use for them. 

I hope that you will press the uses of those triangular currencies to 
the maximum. 

When the gentleman from Texas and I first proposed the sale of 
agricultural surpluses, that was one of the main things we had in mind. 
Under section 550, which preceded Public Law 480 in 1954, I 
know of many instances when it was very successful. Selling cotton 
to Spain for Spanish currency to buy fertilizer there to send to Japan 
in exchange for yen, which were used to buy commodities for use in 
Korea. 

I know there is resistance to it in the agencies because it takes some 
doing. They would rather have dollars. It is much easier to send 
dollars out than to try to fuss around with yen and lira and so on. 

I hope you will keep pressure on them to do that to the maximum, 
because I think that is one of the places where we can save money. 
By taking a lot of trouble with triangular and quadrangular trade, we 
can use these currencies more often and effectively in lieu of new 
dollars. 

Thank you, very much. 

Mr. Dituon. I would like to comment on that. 

There is one other problem with these triangular transactions 
of which you should be aware. They are used primarily as you 
indicated in countries like European countries where their own local 
currency is worth something, where they can build locomotives or 
something and ship it out to the underdeveloped countries. 

In these countries, the provision of agricultural products under 
section 402 does displace local, usual marketings, which is the differ- 
ence between it and Public Law 480. 

Therefore it is a source of considerable friction—it can be a source 
of friction—with other friendly exporting countries of agricultural 
products. 

That has been one of the most constraining reasons for not wanting 
to use it too much, rather than the difficulty of using the counterparts 
generated, because we can easily use that counterpart, and it is very 
convenient that way. But we do feel that we have to be somewhat 
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cautious in our use of this, so as not to cause too much trouble with the 
other exporting countries. 

Mr. Jupp. If we had not sent $50 million worth of wheat to Spain 
to sell for pesetas in addition to our usual marketings, then would 
Spain have bought additional wheat from Canada? Would Canada 
have taken her pesetas? 

Mr. Ditton. In addition to the usual marketings, they would flow 
under Public Law 480, and usually in a country like Spain, they do 
not like to send out some goods of their own in payment for them. 
But the standard place is France, where we have sent cotton, particu- 
larly, and received goods that we have been able to use in various 
parts of the world. 

Those cotton sales are directly competitive with our own usual 
marketings. They just take the place of what would have moved 
otherwise in commercial channels. 

Acting Chairman Morgan. Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Mr. Secretary, for clarity and inclusiveness with brevity of the 
many matters we are interested in, I thought your statement was a 
masterpiece. However, I am not surprised when I find that in the 
picture there is not only a Dillon but a Murphy. 

Mr. Jupp. Hooray for the O’Haras. 

Mr. O’Hara. Mr. Secretary, I am much interested in the Develop- 
ment Loan Fund, and I suspect the reason it has not had a wider public 
support is because it has not been well understood. 

ow, in this proposed corporation, is there to be an advisory board 
as well as a board of directors? 

_ Mr. Ditton. We have not made provision for such in the law; no, 
sir. 
Mr. O’Hara. It was my thought in the last session, and it is possible 
the members of the committee did not understand too well what I 
had in mind, that as agriculture and labor have a large stake in the 
foreign program as it relates to the help to less-developed countries, 
they should have representation. Do you see any objection to 
including in the board of directors of this corporation, in addition 
to the five you have provided for, the Secretary of Labor and the 
Secretary of Agriculture? 

Mr. Ditton. I think we discussed that at some length and came 
to the conclusion that that would not be advisable for this reason, in 
an actual board of directors. We want this board of directors, or 
whatever is going to run the fund, to be an operating outfit, and 
therefore to be as small an outfit as you possibly can have so it can 
function effectively. Therefore we limited it to those individuals who 
have either authority or interest in this foreign development field, or 
are directly connected with institutions which make loans in that area. 

Now, the Department of Commerce and Agriculture, both, have a 
shot at this whole thing in the provision which says that we still go 
through the National Advisory Council, and we feel that with all our 
loans going through there, they still have a chance to get their view- 
point over, and in that way, we get their viewpoint on individual loans. 

We also work closely, of course, with Commerce at the staff level 
and also with Agriculture, particularly in connection with Public Law 
480, but we felt to make this Board a working thing, that would really 
function—right now we meet at least once a week for a number of 
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hours every time, to consider individual projects, and if you have too 
big a board, it just doesn’t work. 

ou then have to delegate that authority to some smaller committee, 
and that is the reason we felt it would be inadvisable to add repre- 
sentatives from Agriculture and Commerce officially to our board of 
directors. 

Mr. O’Hara. Of course, Mr. Secretary, you are not giving recogni- 
tion to the two groups that perhaps have the largest stake in the 
program. In financing developments in other countries we have a 
natural interest in safeguarding that the benefit of an improved 
economy would be reflected in wages sustaining a buying market for 
our products. The interest of our domestic agriculture is self-evident. 
You do want the program to be broad in its friendship foundation. 
When you give no recognition to labor and agriculture, are you not 
weakening that foundation? 

Mr. Ditton. There is this Board called the International Develop- 
ment Advisory Board, which is contained in the mutual security 
legislation, and that is supposed to consider all our mutual security 
objectives abroad and advise the President. 

know that Mr. Smith—that Board is his particular responsibility— 
is working hard considering advisability, and is trying to get a labor 
representative on that group, and I am sure he would be very interested 
in your comments and try to put an agricultural representative in that 
group, too. 

I think it has been more or less limited to businessmen up to this 
time, and some of their terms are expiring, and there is a place there 
for them, which I think would be very helpful. 

That is a general advisory board of civilians to look at the program 
and advise on it. 

Mr. O’Hara. I wish you would give the matter further study. At 
the proper time I again shall offer an amendment to include the 
Secretary of Agriculture and the Secretary of Labor on the board gov- 
erning the policies and pinpointing the loans. 

Acting Chairman Morean. Mr. Fulton. 

Mr. Futon. I am glad to welcome you both officially and person- 
ally. We are glad to have you in your present responsible position 
and I think a lot of us feel you should be promoted. 

On preparation of these programs, of course, they were prepared and 
estimated about a year in advance. Because of the present recession, 
which is more or less worldwide, has there been any repricing and re- 
estimating as we do in business, to take account of the factors that 
might be involved where the departments are getting better prices, 
lower costs and elements of that kind in the foreign aid program? 

Mr. Ditton. I think these figures were finally reached last fall at 
the time of the budget hearings and at that time they were reduced 
somewhat arbitrarily over the figures which had come in from the field. 

One of the things we had in mind at that time was this possibility 
that prices would be somewhat lower. However, in manufactured 
things like military items and things of that nature, 1 do not think 
there has been any indication that costs are going down at all so this 
would only apply—it certainly does not apply to payrolls and technical 
assistance and things like that. I think it would only apply in a 
relatively limited manner to the overall program. 
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Mr. Fuuton. Does the fact of the change in the current economic 
level and economic climate get consideration as these figures for 
United States foreign aid are prepared by the departments submitting 
them? 

Mr. Diuuon. Yes, sir. 

Mr. Fuuton. I hope that the executive can work out some way 
where, under the disposal of surplus agricultural products under 
Public Law 480, the programs are more correlated with the foreign 
policy elements of Congress. 

Under the Agriculture Committee of the House, there are few who 
have followed closely the foreign programs that are developed through 
the Public Law 480 program. The members are logically more 
interested in the fight over the domestic price-support program. 
The House Agriculture Committee asked our chairman last year to 
lend them somebody from the Foreign Affairs Committee to sit with 
them at the time of the debate. Isat with the Agriculture Committee 
for 3 or 4 days on the House floor at the time of the debates on the 
extension of the Public Law 480 programs for disposal of United 
States agricultural surplus products. 

Now, 1s it possible that on these programs there could be a better 
correlation of those United States agricultural programs with what 
we on the foreign policy programs are doing? 

I -look at food, money, and military hardware and information 
programs as all instruments of foreign policy and should be covered 
under the circumference of the policy that we at this table are setting. 

Mr. Diiton. I can only speak from the executive point of view, 
but I think we have made progress there and will continue to make 
more, 

The setting of these figures on Public Law 480 programs for indi- 
vidual countries is done, as you probably know, by an interagency 
group, but the final decision is up to the Secretary of Agriculture. 

However, in practical working arrangements we have developed 
very close relations with the Secretary of Agriculture and I do not 
recall a single instance where Agriculture is not taken fully into 
account in any of our foreign-policy views. 

Now, the place where those views are expressed and the responsible 
people who work on them in the Department of State is in the Bureau 
of Economic Affairs. 

There are also representatives of ICA on this coordinating group. 
The final decision for any of these negotiations, the final instructions, 
go out from the Secretary of State so we have a certain final control 
on the matter although, as I said, the responsibility is by law that 
of the Secretary of Agriculture. 

Now, all of that in the State Department comes under my overall 
responsibilities and when I said this coordination was not only that 
of coordinating the mutual security program itself with the foreign 
policy, but also coordinating the other foreign relations programs, I 
had very much in mind the Public Law 480 programs, 

Mr. Futron. When the American Farm Bureau witnesses were 
before this committee last year, I asked them the question, why were 
so many Midwest Representatives against the mutual security and 
reciprocal-trade programs, and they were a little upset about the 
pointedness of the question, so they have now come up with a series 
of maps showing the support in Congress on the various votes and 
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brought it to my office during this current week. These charts are 
amazing. 

The Midwest is now getting very internationally minded and many 
of our areas in the East, such as the fruit districts, the cotton districts, 
the tung oil, the coal districts, the districts with a lower level of em- 
ployment, are turning isolationist. 

Might I say in the absence of the gentleman from West Virginia, 
that he will be guided very much in his current vote by what the 
United Mine Workers think of the program, as well as by what the 
United Steelworkers of America think of the program. 

I was at a debate the morning before last at one of the hotels down- 
town, the DuPont Plaza, and debated a Democrat labor union mem- 
ber, who came out with the complete high-tariff philosophy, although 
representing a very industrial, coal-mining, and steel-production area. 

[ believe there should be some information work done by your De- 
partment among those labor organizations because, with this current 
recession, there is a tremendous impulse now within those organiza- 
tions to shut out everything from import into the United States, not 
only commodities and services, but also immigration, and to stop 
sending our United States products abroad. 

Acting Chairman Morean. Mr. Fulton, many of those from the 
coal areas are opposed to reciprocal trade because of the residual oil 
situation that has existed over a good many years. Of course, the coal 
people come up with the argument that residual oil has replaced 10 
million tons of bituminous coal and put a lot of coal miners out of work. 

Mr. Futon. In the United States foreign export figures, there is 
some 40 million tons a year being shipped abroad. Is this industry 
to save the loss of 10 million tons, cutting off 40 million tons of coal 
that they get the benefit of under United States foreign-export pro- 
grams? 

Acting Chairman Morean. I do not think there were 40 million 
tons of bituminous coal exported under the foreign aid program. 

Mr. Futron. Not just the foreign aid program, but the United States 
exports abroad for the year. 

Mrs. Ketuiy. Do not forget a future opponent of Mr. Byrd is an 
opponent who came out solidly against foreign aid. 

Acting Chairman Morean. Mr. Coffin. 

Mr. Corrin. Mr. Secretary, rather than get into discussion at this 
session, knowing you are coming back, I have only three requests to 
make. 

One, would you bring into the committee at some future date a 
pretty detailed breakdown on the effect of cuts last year, on the 
technical assistance program? 

I asked the Secretary yesterday and he passed the buck to you, so I 
am making that request, having in mind the material that appears 
at page 66 of the Worldwide Summary, but I would like to have a 
more detailed presentation than that. 

Mr. Ditton. We will do that. 

I would like to make just one comment here on that. We found it 
necessary in order to maintain the program at its bare existing level, 
to add to the funds that were appropriated specifically for technical 
assistance some unprogramed contingency funds. 

Mr. Corrtn. Secondly, I think it might be helpful if you were to 
prepare an exhibit in concise form, summarizing the improvements 
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made on both the military and civilian side of the mutual security 
program, in both substantive measures which would include policy 
changes as well as administrative changes, and also in procedural 
matters which would cover some of the things you have included in 
your statement this morning. 

I know that a number of members would be glad to see that this is 
not a static operation, that we have been aware of the problems, and 
that action has been and is being taken to meet those problems. 

In the third place, when you and Mr. McIntosh come to discussing 
the Development Loan Fund, would you give some thought to answer- 
ing this question? 

Vhat would be the procedures, if any, that will be undergone by 
those in authority to try to minimize, to the extent that it is prac- 
ticable, any great impact on suffering industrial areas by grants or 
loans, and I suppose this even could apply to technical assistance. 
That is, the question would be, when you sit down to grant a loan 
or to go into the technical assistance program, will you have in mind 
that certain areas—we have just been discussing coal; we could dis- 
cuss my own particular problem, which is textiles, and there are many 
others—to what extent will you go into those problems and try to 
minimize any direct impact on those areas? 

Mr. Dutton. We will go into that. 

Mr. Vorys. Would Mr. Coffin yield? 

On your second request, did the Defense Department not give a 
pretty detailed list here of the improvements and changes they had 
made? Would you want that summarized? 

Mr. Corrtn. I would like to have it abstracted and summarized in 
concise form. 

Acting Chairman Morean. Mr. Jackson. 

Mr. Jackson. Thank you, Mr. Chairman. 

I thought your statement was an excellent one, Mr. Secretary. I 
join with the others in congratulating you on it. 

I am going to further labor a horse that I started to beat yesterday 
and will continue to belabor it during the course of these hearings 
because I have had the growing feeling that there is another instru- 
mentality which we are not exploiting as we should. That instru- 
mentality is the general use of the American business community in 
the MAP as distinguished from what is being done at the government- 
to-government level. 

assume from the Secretary’s statement yesterday that you are 
more or less familiar with the Bill Graham operation in India. One 
which I think is a very dramatic thing. 

Mr. Driuuon. I have talked with Mr. Graham on it. 

Mr. Jackson. He told me that he had discussed it with you. 

This program is, it seems to me, one of the most dramatic aspects of 
all that we are trying to do throughout the world, because it is the 
sort of thing that reaches the man in the street. Some have told me 
that the best-known American in Bombay, and elsewhere throughout 
the area, is Bill Graham. 

The publicity which accrued from that series of investments—I 
think at that time Graham and ais associates made 5 loans in the 
amount of $5,000 apiece, to put 5 Indians with ideas into business— 
caught on like wildfire. 

I do not know, Mr. Secretary, what can be done legislatively, or 
whether it is desirable to attempt to do anything legislatively, but I 
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ity would hope that whatever assistance could be given by all of our agen- 
cy cies, our operating agencies in the field, toward facilitating the efforts 
ral of American business to do this sort of thing at the person-to-person 
m level would be done. 

: | I am sure that that is all that Mr. Graham and his associates are 
1s interested in. 
nd They certainly did not ask me to take up this matter during these 

hearings and try to get some additional money for them. 
ng However, the five initial investments created such a stir in India, 
er'- and here in the United States, without any solicitation at all, as you 
probably know—that $250,000 more became readily available, in- 

by cluding $25,000 from Nelson Rockefeller. Mr. Graham and Mr. 
LC~ Lamareaux have gone back out to India with this $250,000 to further 
or expand one of the most exciting and dramatic programs ever under- 
ce. taken by private citizens anywhere. 
an I think it is well to have these things in the official record and also 
nd to solicit at this time the assistance of our operating agencies in the 
Is- field to help these people in what they are trying to do. 
ny Mr. Ditton. I am fully in accord with everything that you have 
to ) said, and this work that young Bill Graham is doing is very useful 


and effective. ; | t ; 
Of course, it can be done a little better in a country like India which 
has already advanced on the way to industrialization where there are 


a local businessmen around. 
ad In some countries to which we address ourselves largely—such as 
Korea—conditions are not so advanced and conducive to that sort 
In of thing. 


You can rest assured we are doing everything we can to stimulate 
private business and to help the American private businessman in 
any way we can because just as fast as that happens, it takes the 


I burden off the shoulders of the Government, for one thing. Secondly, 

it provides not only capital, but the best technical management, if itt 

Ly goes in with American business, all in one piece. Thirdly, it has this 

gs people-to-people aspect which I think is very important. 

u- Mr. Jackson. Thank you, Mr. Secretary. 

u- Acting Chairman Moraan. Mr. Farbstein. 

in Mr. Farsstein. Mr. Secretary, would you be good enough to take 

it- me through the fixing of an amount of assistance to be given toa 
particular country in the way of economic assistance and so forth? 

re Mr. Ditton. Mr. Farbstein, that is quite an order. 

ne As I said in my statement here, we have planned to put a witness 


on who will probably spend a half hour or three-quarters of an hour 
doing that on Tuesday afternoon. 
Mr. Farsstern. All right. I will withdraw that question and I 


of will ask it in a different way. 

ae Is there negotiation between a representative of ICA and any of 
1€ : the countries involved in arriving at a figure to be given or to be 
at loaned? Where there is technical assistance or a specia] assistance 


fund, is there any negotiation between the representative of a country 
and those representing the United States? 

Mr. Ditton. Generally in the preparation of our programs, as they 
are presented in illustrative fashion to you, there has not been such 
negotiation. On the other hand, before any programs are under- 
taken, in actual programing, there is such negotiation and all the 
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technical assistance programs, for instance, are worked out jointly 
between our mission and the country concerned with it. 

We do not go to the country and do that before we come to the 
Congress because then if the funds were not voted the country would 
not understand it very well. 

Mr. Farsstein. For instance, in Libya there is special assist- 
ance. Who determines how much money is to be given Libya and 
is the determination a final one or is it subject to review? 

Mr. Ditton. Initially, for the illustrative purposes, that involves 
our whole country team in Libya—their knowledge of the local situa- 
tion. It is reviewed back here and we arrive at what we think is the 
right figure. Then that figure, after it has been voted by the Con- 
gress and we then have that money available, we then negotiate it 
with Libya. 

Mr. Farsstern. When you say you negotiate it, what do you 
mean? 

Mr. Ditton. Our mission chief out there sits down with the Libyan 
Minister of Finance and tells him that we think there is so much avail- 
able for his needs and asks him what they are, and so forth. 

Mr. Farsstern. Thank you. I understand. I did not know what 
was meant by the word “negotiate.”’ 

There is only one more question and I do not know whether you 
can answer it. It is this: We help Pakistan with military and eco- 
nomic assistance. We provide India with economic assistance. The 
more military assistance we provide Pakistan, it means that India 
must spend more money to buy military hardware, thereby cutting 
down the amount of ecenomic assistance being given India, in effect. 

Can you please explain to me, the sense toit? I cannot understand 
it and that is why I ask you who have made a very lucid statement in 
your presentation, to explain that to me. 

Mr. Ditton. I can give you a partial explanation. We have felt 
that Pakistan was a very strong supporter of the free world and of 
everything we stood for. Pakistan was prepared to join and is a 
member of the Baghdad Pact, and also SEATO, under which she has 
taken very substantial obligations which could be of military 
significance. 

As a result, some years, ago a military program was determined upon 
to strengthen Pakistan forces so they could do what they were sup- 
posed to do and fill their planned assignments in these two 
organizations. 

It has become evident since then that the Indians have been, we 
feel, unduly alarmed by this. They seem to think that we have sent 
and are sending more military equipment to Pakistan than we actually 
are. We have been doing our very best to disabuse them of this. 

[Security deletion.] 

Mr. Farssrem. Thank you very much. 

Acting Chairman Morean. Mr. LeCompte. 

Mr. LeCompte. Thank you, Mr. Chairman. 

I join with the other members in complimenting the Secretary for 
a very fine statement. 

Mr. Chairman, are we going to continue right through or come 
back at 2:30? 

Acting Chairman Morcan. We hope to continue until 1 o’clock 
and come back in executive session at 2:30 with the Secretary of 
Defense and General Twining. 
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Mr. Ditton. I would be delighted to answer any questions you 
want to ask. We are primarily interested in presenting the Develop- 
ment Loan Fund on next Tuesday. 

Mr. LeCompte. Mr. Secretary, if I may continue, did you say 
your splendid statement is released to the public? 

Mr. Ditton. Yes. 

Mr. LeCompte. We can give it to other Members of Congress? 

Mr. Ditton. Yes. 

Mr. LeCompte. I understood you to say that. 

Mr. Ditton. However, I think that is up to the committee. 
Excuse me. 

Acting Chairman Morean. The only problem is that its release 
will interfere with the arrangements we have made with the press; if 
we release part of this morning’s transcript without releasing the 
whole thing—it might interfere with our agreement with the press. 

If you just want to make it available to a single Member of Con- 
gress—is that all you want to do with the statement? 

Mr. LeCompte. Yes. 

Acting Chairman Morean. That would be perfectly all right if 
you warn him to respect the release date for the press. 

Mr. LeCompte. Here is my only question—with respect to the 
first map on page 1 in the first book, there are two questions I wish 
to clarify my own thought. 

We know that Algeria is a part of metropolitan France. France 
is included for a military program. Does that not extend to Algeria 
then, or does it? 

Mr. Ditton. Our military program for France is for the purposes 
of fitting in with NATO. 

Mr. LeCompte. I beg your pardon? 

Mr. Ditton. I say a military assistance program for France is for 
the purpose of strengthening France in her NATO obligations. 

All the things we are delivering now, I think, are only for use in 
metropolitan France. 

Your question really would be whether some portion of Algeria 
should be colored black here because of the military situation? 

Mr. LeCompte. Yes. 

Mr. Driuon. I do not think any of the things we are now program- 
ing to France have any connection with Algeria or would be used by 
the French under any circumstances down there. 

Mr. LeCompte. Then there is just one other simple question on the 
same map. 

It is true, of course, or we would not find it on the map this way, but 
I was amazed that there is not a square mile south of the Rio Grande 
that is not included in some program or at least eligible for some 
economic or military program, or both, apparently by this map. 

Mr. Ditton. The only thing that is not is French Guiana. 

Mr. Furton. May I point out to the gentleman that there is none 
of South America south of the Rio Grande? 

Mr. LeComprr. What is it if it is not south? 

Mr. Fuuron. We in the eastern part of the United States think 
South America is really south of us, and nearer to us. 
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Mr. LeCompte. It is south of a parallel that runs along the Rio 
Grande, does it not? Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Curtis. 

Mr. Curtis. No questions. 

Acting Chairman Moraean. Thank you, Mr. Secretary. We will 
have you back up on March 5. 

The committee stands adjourned until 2:30. 

At 2:30 we have the Secretary of Defense and General Twining in 
open session and after the testimony of the Secretary of Defense, we 
will go into executive session. 

(Whereupon, at 12:55 p. m., the committee adjourned; to reconvene 
at 2:30 p. m.) 

AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., in room G-3, United 
States Capitol, Washington, D. C., Hon. Thomas E. Morgan (acting 
chairman) presiding. 

Acting Chairman Morean. The committee will come to order. 

ee have a continuation of the hearing on the Mutual Security Act 
of 1958. 

Our witness this afternoon is the Honorable Neil H. McElroy, 
Secretary of Defense. 

Do you have a statement, Mr. Secretary? 


STATEMENT OF HON. NEIL H. McELROY, SECRETARY OF DEFENSE 


Secretary McEtroy. I do have, sir. 

I would like to be sure my statement is relative to what you want 
to discuss. You did say 1958. I am talking about fiscal 1959. 

Acting Chairman Morean. The 1958 bill authorizes funds for the 
fiscal year 1959. 

Go right ahead. 

Secretary McEtroy. Mr. Chairman and members of the committee, 
I am glad to have an opportunity to appear before you on behalf of 
the military assistance program and its role in our Nation’s defense. 

Here with me today is General Twining, who is available to answer 
questions of a military nature which the committee may have. Also 
here with me today is Assistant Secretary of Defense Sprague who I 
understand will appear before your committee tomorrow and in 
subsequent sessions with members of his office who are concerned with 
the day-to-day administration of the program. They will provide 
you with all details of the fiscal year 1959 program. 

As with other aspects of our national security effort, an under- 
standing of the threat we face is basic to any evaluation of the defense 
aspects of the mutual security program. 

We are entering a period when in the event of total war between 
the two great powers catastrophic destruction could result. The 
United States and its allies are determined to maintain such power and 
such readiness that it will be clear to any potential attacker that the 
price of a massive surprise attack would be a counterblow of devastat- 
ing effectiveness. So long as we are able to maintain this position, the 
likelihood of all-out nuclear warfare will, barring a miscalculation, 
remain relatively remote. 

But this does not mean that communism will abandon its avowed 
objectives of world domination. We can expect it rather to intensify 
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efforts in other fields where in its view the price of conflict would not 
be so high. During the past year we have witnessed their increased 
use of economic penetration, subversion and threats of local aggres- 
sion. Recent targets of economic penetration and subversion include, 
for example, Syria, Egypt, Yemen, and Indonesia. A classic example 
is Syria, where during the past year they introduced large shipments 
of military equipment and training personnel, accompanied by vigor- 
ous efforts at subversion and a storm of fabricated charges directed at 
Syria’s free world neighbors. 

This type of activity illustrates the manifold nature of the threat 
we face, and will continue to face in the foreseeable future. 

The answer to the military threat is encompassed in our collective 
defense system. While United States forces represent the keystone 
of free-world military strength, it is clear that the forces of allies with 
whom we are joined in collective defense are also a powerful factor in 
deterring aggression. 

Although their significance cannot be judged by numbers alone, some 
measure can be gaged from the fact that the forces of these allies com- 
prise almost 4.7 million men in army ground forces; 2,500 combatant 
ships; and about 32,000 aircraft, of which 14,000 are jet. In many 
areas, these forces are essential to provide effective resistance against 
the threat of local aggression and subversion. and in many additional 
instances they are the key to that condition of local security so neces- 
sary to political and economic growth. 

he contribution of the military assistance program and its eco- 
nomic counterpart, defense support, to the growth and modernization 
of these allied forces is of prime importance to United States and free- 
world security. Under the military assistance program, as you know, 
the United States is this year furnishing guns, tanks, naval vessels, 
aircraft, and, in some cases, missiles to more than 40 countries. We 
are also providing extensive training to most of these allied forces, as 
well as support for military research and development on the part of 
the European countries of the North Atlantic Treaty Organization. 

This is not to say that the United States alone is carrying the entire 
burden, or even the major part of it. Allies receiving such assistance 
have, since the inception of the program, spent on their defense effort 
the equivalent of more than $5 for every $1 of military assistance. 

The crucial contribution of the military assistance program and 
defense support should not be judged solely in terms of the growth of 
allied forces. These programs have also been a major factor in the 
establishment and protection of the network of over 250 major land, 
sea, and air installations available to the United States abroad, which 
are so important to our defensive and offensive capability. In addi- 
tion, by helping to keep some key areas of the world free of Communist 
penetration, these programs have also played a highly significant role 
in helping to assure the availability of overseas sources of raw materials 
so necessary in our civilian economy. 

It is my personal conviction that both military assistance and de- 
fense support are indispensable to the security of the Nation. This 
is true today more than ever. In the first place, modernization of 
the Communist forces is now confronting some areas of the free world 
with a threat which can no longer be met locally by allied forces armed 
with conventional weapons alone. In recognition of this development, 
we are this year taking steps to increase the delivery of missiles and 
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other advanced weapons to allies capable of effectively using and 
maintaining such equipment. We will also undertake to equip the 
forces of some of these allies with nuclear delivery systems, with such 
arrangements for United States custody of the nuclear warheads as 
will facilitate their ready availability to allied forces in the event of 
attack. 

Second, our worldwide base structure will be of major importance 
for some years to come, with such modifications as may be indicated 
with the introduction of more advanced aircraft and missile systems. 

Lastly, our reliance on overseas sources for some critical raw mate- 
rials will, if anything, increase. 

Thus, each of the three areas I have singled out underscores the 
crucial importance of continuing the military assistance program and 
its economic counterpart, defense support. 

In emphasizing the military aspects of the mutual security program, 
I do not intend to underrate the vast importance of the economic 
aspects of the program which are the responsibility of other agencies 
of the Government. Neither should we overlook the importance of 
the fact that, through personal contacts in the training and field 
administration of the military assistance program, we are helping 
to bring into many less developed areas of the world an enhanced 
understanding of the purpose and nature of the free-world effort. 

In closing, I would like to give you these personal conclusions 
concerning the military assistance program, the part of the mutual 
security program for which the Department of Defense is primarily 
responsible. Without question, it will continue to be an integral 
part of our own defense effort. Without question, it will continue 
to give us more security at less cost than if we were to attempt to 
attain the same capability through our own resources alone. And, 
without question, the program, properly administered, will continue 
to be essential to the healthy and vigorous growth of our mutual 
security system. 

The new obligational authority sought for fiscal year 1959 will 
provide the minimum level of military assistance necessary to support 
the objectives of the program. I, accordingly, urge full support of the 
program which the President has recommended. 

Thank you. 

Acting Chairman Morean. Thank you, Mr. Secretary, for your 
statement. For your information, Mr. Secretary, we intend to operate 
under the 5-minute rule. I would like to make 1 round of the com- 
mittee under the 5-minute rule and, if we have time, we would like to 
retain you for a brief executive session. 

Mr. Vorys. Mr. Chairman, could I ask a question? Are we also 
to hear from General Twining with a prepared statement? 

Acting Chairman Morean. He has no statement. He is the chief 
fullback for the Secretary. Mr. Sprague is the quarterback. 

Secretary McExtroy. And the Secretary is glad to have them both 
here. 

Acting Chairman Morgan. Mr. Secretary, you feel that this invest- 
ment of $1 in order to get $5 back is a good investment for the secu- 
rity of this country? 

Secretary McEtroy. And I think it is a good investment for our 
allies. J think they should put up money for their own defense. | 
think what this represents is a mutual effort. 
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Acting Chairman Morean. Mr. Chiperfield. 

Mr. CurperFrietp. Thank you, Mr. Chairman. 

Mr. Secretary, I think you are doing a splendid job. I will reserve 
my questions. 

Secretary McExuroy. Thank you very much. 

Acting Chairman MorcGan. Mr. Burleson. 

Mr. Burueson. Thank you, Mr. Chairman. 

Mr. Secretary, at the top of page 4 you say that, under present 
developments, we can no longer meet locally these forces of Communist 
pressure, Soviet pressure, with conventional weapons. 

I have two questions. The first is: To what degree are we empha- 
sizing the use, as far as our own national defense is concerned, of atomic 
power and nuclear weapons as opposed to conventional weapons; and, 
second, in view of the British decision to emphasize defense based 
principally on nuclear weapons, more or less abandoning conventional 
weapons, how does our cooperation with them, under this program, 
change from the past? 

What effect does the British decision have on our military assist- 
ance to them? 

Secretary McE roy. Let me take the first question first, if I may. 
Is it all right if we take this up in executive session? 

Mr. Buruxson. I thought that might be your reaction with regard 
to the first question. 

Secretary McEuroy. The second one, I think, even more so. 

Mr. Burueson. Perhaps we had better erase both of them at this 
time. 

Secretary McEuroy. I do not suggest you erase them, but just 
hold them. 

Mr. Burueson. Thank you, Mr. Chairman. 

I pass. 

Acting Chairman Morean. Mr. Vorys 

Mr. Vorys. Mr. Secretary, you have had praise for your statement 
and that is not unexpected because you come from the State where 
anybody who comes from it can expect praise for whatever they do. 

Secretary McExroy. I have great praise for the State of Ohio. 

Mr. Hays of Ohio. Does that include Democrats, too? 

Mr. Vorys. Your statement was quite effective here. I also heard 
you yesterday. Both of your statements were good. 

| have only one question. 

We have received the books today in which the details of the 
program are set forth. I regret that we don’t have them here to show 
you what they look like physically. 

Secretary McExroy. I have seen them. 

Mr. Vorys. We look like we are in a fort when we have them all 
around the table, piled six high, in front of each of us; we can only see 
each other through the loopholes. 

The shaded area throughout is classified and it is awfully difficult 
for us to carry in our mind these shadings all the time. 

It would be of the utmost help in presenting this program to the 
Congress and the country if the military part of the material could be 
declassified as much as possible. 

Before you came here, for instance, in 1954, we had a country by 
country disclosure of the amounts going to each of the NATO counties 
and to some other countries. 
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I wish you would inquire whether we ever had any serious embar- 
rassment or danger to our national security from that disclosure, 
and if what you find out is encouraging, I wish you would go the 
limit in declassifying the military part of this program for presen- 
tation. 

Secretary McExroy. I take it your committee gets as much as it 
wants, but would you like to have it available for broader use? 

Mr. Vorys. What the committee gets is quite satisfactory and if 
it isn’t, we ask for more, and those books are available for other 
Members of the Congress to come up here and look at, and on the 
floor they are made available, but so much of the information is 
secret—and I realize that much of it must necessarily be so—that 
at times we are not in a position to answer questions and criticisms 
peg are embarrassing in the absence of the ammunition to use against 
them. 

Secretary McEtroy. We would like to help. What was the year? 

Mr. Vorys. 1954. You don’t need to look into that now, but in 
that year they made a disclosure of amounts, in not too great detail. 
If you could give us as much detail as you can, it would be enormously 
helpful. For instance, in typical countries, if you would pick out 
the type of examples or samples of what you are doing and describe 
in detail what you do with a division someplace, or a task force or an 
air force, and get that before us, I think it would be quite helpful. 

I think I have taken my time, Mr. Chairman. 

Acting Chairman Morean. Mrs. Kelly. 

Mrs. Ketity. Thank you, Mr. Chairman. 

Mr. Secretary, are we reorganizing our forces on the pentomic 
division structure abroad? 

Secretary McEtroy. All of the United States ground forces divi- 
sions in the Army are now organized on a pentomic division basis. 
Are you asking about other countries? 

rs. Ketuy. No, our own, at the moment. Are they up to 
readiness? 

Secretary McExuroy. Not every one is fully equipped, but those 
assigned to NATO—you tell me if this is wrong—are fully equipped 
and fully ready. 

Mrs. Ketuiy. According to that reorganization? 

Secretary McExroy. That is right. 

Mrs. Ketuy. Have we any audit of the authorizations and past 
appropriations of this program in line with that materiel which may 
be obsolete, as far as this program is concerned? 

Secretary McEuroy. In relationship to that required for pen- 
tomic 

Mrs, Ketuy. No; the entire military program which has not been 
delivered or is in the process of delivery. In the light of this new 
reorganization, is any of that materiel obsolete, and to what per- 
centage? 

Secretary McEtroy. There is nothing being delivered to the forces 
to which these deliveries are being made which is obsolete when 
delivered. It doesn’t mean it is as modern as the equipment of all 
of our forces. 

Mrs. Keuuiy. But you have a constant reappraisal of that which is 
charged against this program, and you reorganize and change the 
materiel? 
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Secretary McEuroy. Yes; we do, by country. 
A Kertuy. Is that in those books we received today, any part 
of it? 
Secretary McEuroy. I don’t know whether that is in the books. 
I haven’t been through the books. 
Can you answer that? 


STATEMENT OF HON. MANSFIELD D. SPRAGUE, ASSISTANT 
SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY 
AFFAIRS 


Mr. Spracur. Pages 30 and 31 of the worldwide summary book 
show the dollar value of equipment and supplies programed for mili- 
tary assistance program recipients from stocks owned by the United 
States which are in excess of the mobilization reserve for which there 
is no charge to military assistance program appropriations except for 
repair and rehabilitation and packing, crating, handling, and trans- 
portation of such materiel. 

The Assistant Secretary of Defense, Supply and Logistics, keeps an 
accurate, up-to-date record of all excess inventory of all of the services. 

Mrs. Ketity. Would I have to dig them out or are they pretty easy 
to find, or could we come up with what they are on one sheet of 
paper? 

r. SpraGue. We will make an effort to come up with some figures 
during the course of the presentation which will be responsive to your 
question, if you would like, Mrs. Kelly. 

Mrs. Kxeutty. I would like to have that. 

Are you satisfied with the mutuality of this program insofar as what 
our allies are doing, or what countries do you feel are not living up 
to their agreements? 

Secretary McE troy. I can only answer this in relation to the 
information that is supplied to me, and the information I have, Mrs. 
Kelly, is that the allocations made to each country at the time they 
are made are looked at in relationship to the performance of the 
individual countries to their own contribution. 

Now, this is one of those things that involves what statistics are 
available and judgment factors, so I think unquestionably there must 
be some occasions when more or less is done than should be, but 
certainly the question you are raising is one which is raised country 
by country as the allocations are made. 

Mrs. Keuuy. As the allocations are made? 

Secretary McEtroy. Yes. 

Mrs. Keuzty. Thank you. 

Acting Chairman Morean. Mrs. Bolton. 

Mrs. Botton. I will defer my questions. 

Acting Chairman Morean. Mr. Hays. 

Mr. Hays of Ohio. Mr. Secretary, 1 would like to ask a question 
which may seem a little complicated and maybe you wouldn’t want 
to answer it here, I don’t know. There has been considerable criticism 
around the country of our military aid program to the effect that we 
have overprogramed on military aid and underprogramed on economic 
aid. There are many people who have studied this program who have 
thought that in some of the countries, the less-developed countries, 
shall I put it, that the danger of Communist subversion and infiltration 
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is greater on the economic level than on the military, and in any event, 
we couldn’t make them strong enough militarily to resist if an all-out 
attack came. 

I have heard that from some of our own people in the Defense 
Department out in the field. I am inclined to think there is some- 
thing to it, and I would just like to hear your comments on it, if you 
have any. 

Secretary McEnroy. I think it is a point that is proper to raise. 
We, of course, think in terms of the military necessity, so that while 
we have an interest in what is being done and might be done from an 
economic standpoint to strengthen our overall world position, that is 
not one of our responsibilities. 

From the strictly military side of this coin, we are considering the 
matter through our Joint Chiefs of Staff, so that it is given a very 
serious military appraisal. We have, of course, military support, or 
defense support, I believe it is called, as a part of this, because in 
certain of these countries it is desirable to have larger forces than the 
economy of the country can continue over a period of time to keep 
actively maintained. 

In the strictly economic area, which is quite separate from defense 
support, I think the real question there is whether we are doing 
enough, not so much in relationship to the military program as just 
absolutely, are we doing enough. 

I don’t say that we are overdoing the military side of this program, 
because we think it is quite carefully laid out as against what our 
a Chiefs of Staff regard as the need for allied forces around the 

obe. 

’ From the standpoint of our own particular interest in being here 
today, I think I should say we don’t think this is a bad program for 
the military, but I would say in those places where the Russians are 
pretty aggressive with the economic programs, they are raising the 
question as to whether we are as aggressive as we should be in the 
economic field and have validity to their point. 

Mr. Hays of Ohio. I am glad to have your answer, and I think it isa 
contribution to this. I didn’t mean to leave the impression that 
I necessarily thought the military program was ajplush program. But 
given what can be done and what has to be done, some of us—at least 
l have a feeling if we have to choose between the two programs, a little 
less military in some of these countries and a little more economic 
would be in order. 

I would like to hear your comments on this. I feel if we overprogram 
on a military basis and overload the economics—for instance, I think 
of one country trying to maintain about twice as many divisions— 
I won’t mention a figure—as we say we can afford to maintain. The 
economic condition of the people of this country, if it isn’t raised, 
would, I think, endanger the whole military thing so that it might 
topple from its own weight by having the foundation eroded out from 
under it. 

Secretary McExroy. As has been said here in the past, an effort is 
strongly made in a country like that, first, to build up the economic 
base of the country by what economic aid we do apply with the hope 
that there will be greater capability, economically, and secondly, there 
is an attempt made to work things out so that that size of defense 
force will not be needed over an indefinite period. Then we try to 
work toward a gradual reduction. 
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Mr. Hays of Ohio. Greater firepower and less manpower? 

Secretary McE troy. That is right. We are grateful when that 
comes about, but it takes some time. 

Acting Chairman Moraean. Mr. Merrow. 

Mr. Merrow. Mr. Secretary, on page 2 you have given the ships 
and the aircraft of the countries that have been assisted, and on page 
3 you stated that they have spent about $5 for every $1 of our 
assistance. Would you perhaps want to make a comparative state- 
ment? Since this program has been in effect, how much has the over- 
all military potential of our allies increased; would it be 5 to 1, 6 
to 1 

Secretary McExroy. I would like, if it is agreeable to you and to 
the chairman, to defer to General Twining on that, although I think 
that would take some pretty arbitrary stating. 





STATEMENT OF GEN. NATHAN F. TWINING, CHAIRMAN, JOINT 
CHIEFS OF STAFF 


General Twintne. That is a difficult question to answer. The 
fact that they are on our side and are our allies is a very important 
consideration, entirely apart from the military contribution. 

I would say the overall military potential of our allies has increased 
tremendously. I wouldn’t try to pin it down to a ratio of 5 to 1. 
But as I said to this committee the other day, I think this military 
assistance program is one of the finest contributions this Govern- 
ment makes. What we get out of it, militarily speaking, is equal to 
anything we get out of our own forces, with the exception of the D-day 
force. I think military assistance is really a great contribution to the 
overall defense, and it has increased throughout the years tremen- 
dously. 

Mr. Merrow. I think it is a great contribution to our defense, and 
I thought if we could get a comparison it would help make it a little 
clearer. 

General Twinine. I would be glad to look into this when I go back 
and provide it for the record, if that would be all right. 

Mr. Merrow. Thank you very much, General. Would you want 
to venture an estimate as to how much it would cost the United States 
in additional defense if we didn’t have this program? 

General Twintne. We could do that, too. It would be tremendous. 

Secretary McE.troy. Even if it could be done. 

General Twrntna. It would be a tremendous investment by the 
United States. 

Secretary McE troy. We probably could not have had the man- 
power to do it, even if we had the resources. 

Mr. Murrow. I think that would be very helpful in clarifying the 
program. I have one more question. We have agreements worked 
out now with how many countries for the stationing of our IRBM’s—- 
if that is a proper question. 

Secretary McEtroy. IJ think that is a proper question. The answer 
is: “One.” 

Mr. Murrow. Do we anticipate in the near future several more? 

Secretary McEtroy. Yes. This was announced at the NATO heads 
of government meeting, last December, and since that time the initial 
steps have been taken which are required for further deployment 
negotiations. 
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Mr. Merrow. Then the statement we sometimes hear that we 
didn’t get anything out of the agreement and it was just an agreement 
in principle is false; isn’t it? 

Secretary McEtroy. Are you talking about last December’s 
agreement? 

Mr. Merrow. Yes. 

Secretary McE roy. I would say there is nothing that has yet 
been signed as a result of that meeting, because the British agreement 
was based on a Bermuda meeting, which took place almost a year ago, 
as I am sure you know. We are not simply sitting on our hands in 
connection with any followup of this, as a result of the agreement, or 
rather, the decision taken at the heads of government meeting last 
December. 

Mr. Merrow. There is every reason to believe agreements would be 
forthcoming? 

Secretary McEtroy. We would be very shocked if that didn’t 
happen, because we are about to have some missiles. 

Mr. Merrow. Good. Thank you, Mr. Chairman. 

Secretary McEtroy. Those missiles aren’t any good unless we have 
some forward bases to put them on. So we have the same feeling of 
urgency that anybody else may have, because missiles are no good 

ess they have a home. 

Mr. Merrow. I thought we had gotten a great deal out of the 
meeting last December, but some critics say ‘‘Now, that is just so much 
talk, we are not going to get anywhere.’”’ That is why I asked the 
question. I was hoping agreements with these other countries would 
be forthcoming pretty soon. 

Secretary ‘MoKurov. We think it won’t be too long, but the nego- 
tiation of international agreements sometimes takes a little longer 
than you wish. 

Acting Chairman Morgan. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Secretary, you have stated, in effect, that the military assist- 
ance program is and will continue to be an integral part of our own 
defense effort. As such, should the funds for this program be included 
in the defense budget? 

Secretary McEutroy. My own personal judgment is that they 
should, and that is the kind of thing that I think anyone is hesitant 
to say, when it increases the size of his own budget. The reason I 
say it, despite the fact that it would increase the responsibility that 
the Department of Defense would have in going after these funds, is 
that I believe as do my associates, in the sincerity of the statements 
we have made with respect to the intergravity of this program with 
our own defense program. I don’t know if there is such a word. 

Mr. Jupp. If there isn’t one, there ought to be. 

Mr. Se.pen. Is your answer ‘‘Yes’’? 

Secretary McEtroy. My answer is yes. At the same time, I would 
like to say this: as I understand it, this point was considered pretty 
seriously ay the Congress last year and it was decided not to go in 
this direction, so we aren’t raising the question this year for another 
go-round. We felt it was settled last year for a little period of time. 
We can live with it either way. 

Mr. Setpen. Let us suppose the mutual security authorization bill 
can be drawn up by this committee so that the funds for the military 
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portion of the program can be included in the defense budget. Would 
such an approach be helpful in eliminating some of the inefficiencies 
in the program? 

Secretary McEtroy. I really don’t believe it would change the 
administration of the program in any important way at all. 

Do you agree with that, Mr. Sprague? 

Mr. Spracuep. Yes. 

Secretary McEuroy. I think the principal reason I would say ‘‘yes’’ 
is that psychologically I think it would help the country realize, as we 
in the Defense Department went up and testified about this as part 
of the defense package, that we think of this just the same way as 
we think of missiles and aircraft and atomic submarines, and all of 
the other very important parts of our defense program. 

Mr. Seupen. I agree with you, Mr. Secretary, and although the 
administration is not pressing for that approach this year, I feel 
certain you would not oppose such an approach should this committee, 
in its judgment, decide to use it. 

Secretary McE.roy. Quite to the contrary. 

Mr. Corrin. Coming back to Mr. Selden’s point, when you say it 
wouldn’t help as far as efficiency is concerned, we had understood 
there was considerable difficulty because of the timing of the authori- 
zation request—the way it is done now prevents you in the military 
assistance program from setting up your programs in time so that the 
other countries can know what to count on, and simply because of the 
mechanics of handling it through the mutual security program, the 
planning has to be telescoped, or else it is delayed, with a result that 
bears on efficiency. 

Secretary Mcfiunor. I think there is something to that point. 
I think, however, that if there can be action on the mutual security 
program which is not too different from a calendar and timing stand- 
point from the action taken on the military program, that there 
aoe not be any serious amount of interference due to that kind of 
thing. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Secretary, you are a welcome breath of fresh air to this com- 
mittee. We admire the direct and straightforward way in which 
you have presented your case here today, as we understand you have 
in all your operations since you have been in your important position. 

I am so thoroughly in agreement with what you have said here, 
and so convinced that this program is necessary for our own survival, 
that I can’t find anything to object to. I can only pass because I 
can’t find anything to criticize or ask questions about. In this 
program public attention has generally been focused on what I regard 
to be the relatively occasional failures. I think our job is to focus on 
what it is succeeding in doing. 

It is like the fellow who has a sore finger that is out of commission, 
he pays more attention to it than to the other nine fingers that are 
doing what they are euppoeed to do, 

I really think our job is to change the emphasis. While working 
all the harder in this committee to improve operations and eliminate 
mistakes, unfortunate approaches, and so on, I think the main thing 
is to emphasize the extraordinary results that it has accomplished, 
beyond anything we had a right to expect. 
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There have been failures in it, but the program itself has not been a 
failure. It is one of the finest successes our country has had, and I 
commend you and your staff for your presentation. 

Secretary McE.roy. Thank you, Dr. Judd. 

Acting Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. Mr. Secretary, what I 
am going to say does not necessarily reflect my own opinion, but ours 
is a job of informing and thinking things out with our constituents. 
1 have received a number of letters from my constituents on the 
subject matter covered recently in a dramatic and forceful speech by 
Chairman Cannon of the Appropriations Committee. In substance 
he said that we are spending excessively on weapons that will be 
obsolete, absolutely useless if all-out war should come. He cited the 
building of carriers and quoted some naval authority as saying 
that the submarine was the offensive weapon of the seas at the present 
time. I hear among many of my constituents expression of doubt 
along that line as to whether we are not spending too much on weapons 
that will be of no use in case war comes. 

Other constituents expressed doubt of the wisdom of placing our reli- 
ance for security on foreign soldiers, equipped, trained, and sup- 
ported by us, but nevertheless foreign. They point to Rome and say 
that Rome started on the road to her fall when the Roman Legions 
became filled not with Romans, but with people from other countries, 
and they ask if we are not taking the same course. 

Any comment you might make on these two subjects will be helpful 
to us. 

Secretary McExtroy. Let me back up from your last one. I do not 
necessarily dispute the history, but I think it has been said that 
history is unlikely to have the same pattern in succeeding generations 
and eons. Not that we cannot learn from history, because : I think we 
can. But, our situation at the present time, as you know as well as 
I do, is that we in the free world—and I am talking about the one world 
at the moment—numerically are less than the numbers that are 
arrayed against us in opposition. 

Also, this competition which becomes both an economic and a mili- 
tary competition has become worldwide in character. 

The possibility in today’s period of rapid communication and rapid 
delivery systems of weapons or of individuals on peaceful pursuits 
looks as though it has changed the size of the world to a point where 
the concept of having an ability to live within ourselves seems no longer 
with us and, therefore, it is likely to change our standard of living quite 
abit. Even then there is a grave question as to whether it is possible. 

On that basis, I think the way in which we are proceeding, which 
is to make as many friends around the world as we can and ask our 
friends, without help, to become as strong as they can, as a means of 
giving us a common defense against the philosophy of the other side, 
is the practical way in which to meet the political philosophy. 

Mr. O’Hara. How can we protect ourselves against a situation 
where in present danger one of our allies manning an American instal- 
lation walked out on us? 

Secretary McExroy. I do not think we have any delusions about 
the fact that alliances do not have the same strength as your own 
forces. 
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On the other hand, what you believe is true, that alliances are 
mutually strengthening. If they are only strengthening to us, then 
I do not think they would hold together because of that, but these 
alliances, in my judgment, have the extreme probability of retaining 
their strength because of the fact that they have mutuality of interest. 

Mr. O’Hara. That would be fortressed, of course, if we had de- 
veloped in all of the countries where we have our installations and 
allies, a feeling among the people of genuine friendship to us. 

Secretary McEuroy. It would be greatly buttressed by that, and 
I would hope that that was going on, and it is one of the things we 
hope does happen as a result of certain of these programs that are a 
part of this and other of our governmental programs. 

Mr. O’Hara. I would like, Mr. Secretary, to take this occasion to 
commend your commanding general in Spain. I think he is doing a 
tremendous job along that line. Such was my impression when I was 
recently in Spain. 

Secretary McEuroy. I have observed something of the same. I 
have not seen many of these, but the commanding general in Bonn 
seems also to have done a good job. 

Mr. O’Hara. Definitely so. 

Secretary McEuroy. You agree with that? 

Mr. O’Hara. Yes. 

Acting Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Mr. Secretary, without trying to add any information to Mr. 
O’Hara’s great knowledge of the classics, I cannot resist pointing out 
to him that the Roman mercenaries were mercenaries sent into 
countries not their own. So far, I think, the people whom we have 
armed are training and operating in their own countries; is that not 
right, Mr. Secretary? 

Secretary McExroy. Yes, it is. 

Mrs. Cuurcu. Some of us have been tremendously interested for 
years in the coordination of the program and the division of authority 
between State, Defense, Congress, the National Security Council and 
the executive branch. 

Last year, if you will remember, we made a request that there be 
greater coordination; and I think in response to that, the President, as 
was pointed out this morning by Deputy Under Secretary Dillon, on 
November 29 issued an explanatory order under which more authority 
was given for coordination to the Secretary of State. I would like to 
consider the reverse side of the picture, if I may. 

I have been one of those who have always thought that there should 
be more coordination. I would like to know, however, if your own 
military judgment has been interfered with because you have had to 
cope with political considerations that have been presented to you from 
time to time. 

Secretary McEtroy. This program is a program which is a com- 
bined military and State Department guided program. That has 
been true from the very beginning and will continue to be true and I 
think it should be true. 

However, the principal guidance in the case of the military program 
is military, and the participation in these decisions on the part of the 
State Department is not such that I would consider it hampering to 
the military considerations. 
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Mrs. Cuurcn. Mr. Secretary, could you give us any indication, if 
this is an appropriate question, of how much of our military aid is so 
designated because of political considerations? 

Secretary McE troy. I think you could call it almost inconsider- 
able. In fact, I am not familiar with the answer to this in personal 
terms. You will have to give me some help on this, Mr. Sprague. 

Mr. Spracue. I can make a statement, I think, in public session 
on it. 

Secretary McEtroy. I would rather waive to Mr. Sprague on this 
one. 

Mr. Spracur. The overriding consideration in the executive branch 
in connection with this program is our foreign policy considerations. 
That inevitably means that at times certain items in the military 
assistance program are furnished to allies, or friends, for political 
reasons. 

Mrs. Cuurcu. May I interrupt at that point, Mr. Secretary? 

My question then would be, as to who makes the final decision, 
State or the Defense Department in that instance, or is it a meeting 
of the minds that is easily arrived at? 

Mr. Spraaus. I would say there has hardly been an instance since 
I have been Assistant Secretary that the decision has not been a 
mutual one. In other words, where we agreed that the State Depart- 
ment was correct in its appraisal of the situation. We check it with 
the Joint Chiefs of Staff and I do not know of any situation where a 
program has not been implemented or where a program has been im- 
plemented that it has not had the agreement of the Defense Depart- 
ment, including the Joint Chiefs of Staff. 

Mrs. Cuurcu. Is it fair to say that the National Security Council 
would have the final word in this? 

I am thinking in terms of priorities, for instance. Who would 
settle the question of which country got what first? 

Mr. Spracue. If there was a fundamental disagreement between 
the Defense Department and the State Department which they were 
unable to resolve, the President of the United States would resolve it. 

Mrs. Cuurcu. Without taking it first to the Security Council? 

Secretary McEtroy. He might or might not. 

Mrs. Cuurcu. But to your knowledge, Mr. Secretary, or to the 
knowledge of those with you, there has never been an occasion where 
it was difficult to decide between arms being presented for political 
purposes and arms being sent where there was a critical defense need? 

Mr. Sprague. I would say that wherever we have sent military 
assistance there has been a military reason for it, or there has been in 
some instances a more important political objective to be achieved in 
terms of the advancement of our foreign policy objective. 

Mrs. Cuurcn. I thank you, Mr. Chairman. 

Secretary McExroy. I do not know whether that is a good answer, 
but maybe we can go into it a little bit more. 

Mrs. Cuurcu. Where it has been used for political purposes it would 
not be possible for me to develop it further in open session. 

Acting Chairman Morean. Mr. Coffin. 

Mr. Corrtn. I believe, as I have listened to the discussion, that the 
program should follow the objectives stated by Mrs. Church rather 
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than that suggested by Mr. O’Hara. We should never put ourselves 
- a position where these troops consider themselves mercenaries for 
ome. 

In areas where the economy is strained and yet there is need in our 
opinion for a large military force, there may at times be a popular 
feeling that this was too much—they may get the mercenary attitude 
and thus be less effective than if they were defending a common 
interest. 

With that in mind and having in mind also these reports of various 
committees to the effect that in some places people who have observed 
the military assistance program feel that it is overprogramed, and 
you on your side feel that it has been in terms of our basic interests, is 
there any way, I wonder, in which wecould have a survey of the accept- 
ability of the military assistance program and the defense support 
program in the individual country? 

Is there any way in which we could get facts from a source in which 
both the executive and the Congress—more importantly, the Ameri- 
can people—would have confidence? 

They are torn now between conflicting reports. I asked you because 
I feel that anyone who has sold soap must know the importance of 
gaging the reaction of a product or a program on people. 

This is not a final consideration because popularity of the program 
does not necessarily mean that it is good or bad, but it is a factor to 
be taken into account, particularly where the American taxpayers are 
so heavily involved. I do not know the answer. 

The question is, in a sense, Who is going to bell the cat? 

Secretary McE troy. This I do not believe quite answers your 
question, except that it reveals the point of view of the governmental 
unit in the countries involved. ia far as they are concerned, it 
apparently is the kind of a program they want more of. I am told 
there is not a country with whom we are working in this way which 
has not asked for more than we have been able to grant. Now, that, 
of course, does not say what the man in the street thinks. 

Mr. Corrin. No. I am just trying to resolve disputes, where a 
MAAG chief in a country may report to you that information and 
where a congressional committee or subcommittee may bring back 
contrary reports, and the rest of us in Congress and the people do 
not know who is right and who is wrong, or the extent to which one 
side is right or wrong. 

I am just wondering if it is‘not{the time to have some source make 
an authoritative survey, perhaps a continuing one, that will be re- 
spected by Congress, the executive branch, and also the people. 

Secretary McE.roy. We would like to take the thought and pursue 
it. 

(The following additional information was subsequently submitted 
by the Department of Defense:) 

The President’s Citizen Advisers Committee, consisting of seven leading 
businessmen, was composed to study and make recommendations on the purposes, 
scope, development, operation, and effect of the military, economic, technical, 
and other foreign assistance programs in relationship to the foreign policy and 
national interest of the United States. This committee concluded: 

“Our review of the defense activities abroad, and the results that have been 
achieved, lead us to conclude that the overall expenditures have been justified. 


The American taxpayers have received a fair return for their money; gains that 
communism might otherwise have achieved have been denied, the free world has 
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not only remained free but in conditions that have made possible greater and 
more continuous prosperity and economic progress than the boldest prophet would 
have dared to predict a few years ago or than ever has prevailed in our history.”’ 

Secretary McExroy. Since you have mentioned the soap business, 
I will say we used to do quite a little consulting in a very scientific 
way from the point of view of individuals, through things like your 
Gallup poll. Of course, those are available in very few countries, 

Mr. Corrtn. I am wondering perhaps if there should not be some 
thought about setting up some sort of an approach like that. 

I do not know under whose auspices, but it would seem to me that 
if that is a legitimate technique when scientifically used for purposes 
within this country, is that not a tool that we should be thinking of 
using in this kind of program which is not with us for just 1 year or 
2 years, but it is going to be with us for a long time, and why should 
we not consider using that sort of approach? 

Secretary McExroy. I would suggest that you kind of leave this 
with us. Jam sure that there has been considerable skepticism about 
the validity of scientific sampling of opinion. Going back to the 
days of the discrediting of the Literary Digest, which put it clear out 
of business, I think there have been some real doubts about scientific 
sampling of opinion ever since. It is very expensive to do, as I am 
sure you realize, and it also takes quite a lot of organizing to set up and 
have sophisticated determination of the correctness of a cross-sectional 
sample of opinion. 

Mr. Corrtn. Of course, your problems are multiplied by over 40 
countries. 

Secretary McExroy. That is right, but I think the suggestion is 
one which—it could be we could take a very simple, even though not 
a very scientific report, if we didn’t take a chance in getting the 
wrong answer and believing that one, too. 

When I say wrong answer, I mean incorrect answer. 

Mr. Hays of Ohio. Will the gentleman yield for observation? If 
ou want to follow this out on a salesmanship approach, you might 
ave a contest where you give 50 Cadillacs for the best article on 

“T like foreign aid because.” 

Acting Chairman Morean. The time of the gentleman has expired. 
Mr. Bentley. 

Mr. Bentiey. Thank you, Mr. Chairman. 

Mr. Secretary, we are glad to have you back with us. I wonder 
if the committee could be furnished at an appropriate time with 
certain information. 

Can I be heard at the head of the table? 

Acting Chairman Moraan, Yes. 

Mr. Bentiey. With a list of those areas in the free world where 
allied forces with conventional weapons can no longer meet the 
present threat. 

Secretary McEtroy. Yes. 

Mr. Brent ey (reading): 

(b) The areas of the world where the retention of our worldwide base structure 
is of first importance in the determination of a mutual security program. 

That is the second reason that you list on page 4, and thirdly, the 
areas in the world where reliance on overseas sources of raw materials 
is of first importance in determining the military security program. 
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As I say, if that information could be furnished at the appropriate 
time, I would be very glad to have it. 

Secretary McEnroy. We will be very glad to supply it. 

Mr. Vorys. They had some charts up there at the Statler yester- 
day which were right on the nose, I think, on all three of those points. 
I hope you fellows can get them. 

Mr. Bent ey. I did not get to the Statler, unfortunately. 

Mr. Spracup. We can get that information. 

Secretary McE.roy. We would like to put that information in the 
classified record if that would be satisfactory. 

Mr. Bentiey. Now, turning to page 2 ob your statement, sir, you 
speak of our allied military forces as a powerful factor in deterring 
aggression. ‘Then in the following paragraph you speak of the role 
they play in resisting against the threat of local aggression and also 
in preserving local security. 

Are there any cases or instances where our allied military forces are 
used other than combating against the threat of local aggression or in 
the preservation of local security? 

Secretary McExiroy. They are available for that purpose and, of 
course, all of the NATO countries have the capacity to—I say all the 
NATO countries; perhaps not all, but the major NATO countries 
have the capacity to deter aggression. 

Mr. Bentuey. Are they used for other than local security or local 
aggressive purposes? 

Secretary McEtroy. They are not supposed to be used for any 
aggressive purposes at all. 

Mr. Bentiey. To combat against threats of local aggression is 
what I should have said. 

Secretary McEtroy. I would say that certainly there are some 
British heavy bomber forces that would be available to engage in 
something a good deal beyond that of repealing local aggression, yes. 
There are some other forces. 

Mr. Bentiery. I think probably that could be more specifically 
spelled out later on in closed session, but I did want to get your 
statement on that. 

It is your belief, sir, that our allied military forces in themselves 
and above and apart from our own defense efforts, are a factor in 
deterring international aggression? 

Secretary McEtroy. Yes, sir. 

Mr. Bent.ey. One more question, Mr. Secretary, if I may. 

On page 3 where you compare $5 to $1 as the ratio between what 
our allies spend on their defensive efforts and what we have spent in 
their defensive efforts, for the record could you give me an offhand 
ratio comparing, since the program has been commenced, the amounts 
that our allies have spent on their own efforts, with the total expendi- 
tures of this country, in defense? 

Mr. Spraacuz. I think that is in the books, Mr. Bentley, that we 
will distribute to you, on an unclassified basis, too. Through the 1957 
program, our grant-aid allies spent, in the period from 1950 through 
1957, calendar years, $105 billion in their own defensive effort, while 
we were spending $19.7 billion at the same time in the military assist- 
ance program. 

Mr. Brentiey. No; our total defense effort, Mr. Sprague. 
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Mr. Spracus. Our own total defense efforts through 1957 were $277 
billion. 

Mr. Jupp. Including mutual security program? 

Mr. Spracur. No; excluding. 

Mr. Jupp. It is $277 billion, plus $19.7 billion, then; $297 billion. 

Mr. Brentiey. Would $297 billion be our total contribution? 
That is, through ourselves and our allies? 

Mr. Spracusz. That is our expenditure for our own defense plus 
military assistance program expenditures through calendar year 1957. 

Mr. Bentuxy. $297 billion to $105 billion. 

Secretary McEuroy. $105 billion is our grant-aid allies defense 
expenditure for calendar years 1950—57. 

Mr. Bentiey. Thank you very much, Mr. Secretary, and Mr. 
Chairman. 

Acting Chairman Moraean. Mr. Curtis. 

Mr. Curtis. Thank you, Mr. Chairman. No questions. 

Mr. Sprague. Mr. Chairman, | could add one more figure to this. 
For the same period, 1950 through 1957, our allies who have not re- 
ceived grant-aid assistance, the major ones being Australia and 
Canada, spent approximately $17 billion of their own money, which, 
added to the $105 billion, makes a total defense expenditure of $122 
billion by our collective-security allies. 

‘Mr. BentLey. $122 to $297 in billions, roughly. 

Mr. Futon. In what period? 

Mr. Spracusz. The $122 billion is our grant-aid allies’ defense ex- 
penditure for calendar years 1950-57. The $297 billion is our expendi- 
ture for our own defense plus military assistance program expenditure 
for calendar years 1950-57. 

Secretary McEtroy. The period in which this program has been 
operating. 

Acting Chairman Morgan. Mr. Fulton. 

Mr. Futton. We are glad to have you here and we think you have 
started well on a big job. 

Secretary McE troy. Thank you. 

Mr. Futrton. Is our United States military foreign-aid program be- 
ing closely watched by the Defense Department, and carefully enough 
audited to satisfy you as a businessman? 

Secretary McEtroy. That would be hard for me to say about any 
part of the very huge defense program. I am sure that we can do 
better in all parts of the defense activity that we engage in, and I 
have talked a good deal about this with Mr. Sprague and General 
Twining, and we all have ideas as to how we think we can tighten up 
on the way this program is administered. We think it needs to be 
done. But I wouldn’t say that that would be true of this, as distinct 
from the defense program as a whole, because I think this program is 
well run. 

Mr. Furton. Are you in the Department of Defense now making 
an audit of this program on foreign military aid? 

Secretary McE troy. The audit is underway, under the direction 
of the Comptroller of the Department of Defense, Assistant Secretary 
McNeil. 

Mr. Futron. Is this United States foreign military aid program 
as well handled and as carefully watched and audited as the United 
States domestic military budget for our own United States forces? 
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Secretary McEuroy. I think we are going to find that out as a 
result of this audit. In the meantime, I think it is pretty well run. 

Mr. Fuuron. Are the amounts for the United States foreign 
military aid program that are being submitted by the Department 
of Defense as a budgetary figure for the next fiscal year, beginning 
July 1, 1958, rockbottom figures, so that rigid economy is being 
practiced? Are these figures that should not be substantially cut by 
Congress without hurting severely the strategic concepts of the 
program? 

Secretary McExuroy. We think it would be a very serious matter 
if those figures were cut. 

Mr. Futtron. Under such circumstances, would any major cuts by 
Congress really be a serious bloodletting? Would a substantial cut 
by Congress require a strategic readjustment by the United States 
and a plan for United States defense of a different type, possibly 
a larger United States draft, more funds for our own United States 
forces, and, possibly, a United States withdrawal from various 
strategic areas abroad the free world is now holding. 

Secretary McEuroy. That would be true. 

Mr. Futon. There has been newspaper comment that the Strategic 
Air Forcee—SAC—end is in sight. To me, that is a statement that is 
not practical at the present time. We in the United States Congress 
and our United States Defense Department are not acting on such 
a policy at this time, because I believe part of our United States 
strategy, and the Defense Department’s, is to have a strong United 
States strategic air force at the present time. This is true, is it not? 

General Twinina. That is right. 

Secretary McEtroy. It is really the major deterrent force that we 
have in being at the present time. 

Mr. Fuuron. And will be for the next few years in the foreseeable 
future? 

Secretary McExroy. That is correct. 

Mr. Futon. So, statements of that kind do not serve to support 
the defense strategy of this country. 

Secretary McEtroy. I agree with you. 

Mr. Fuuton. Next, on the guided-missile program and on the 
intercontinental ballistic missile program, we can put a major portion 
of any possible enemy country under fire within a 900- to 1,500-mile, 
guided-missile range from advanced free-world. bases. 

Secretary McEtroy. Certainly, a 1,500-mile and a 900-mile missile 
would do very well from certain rather advanced locations. 

Mr. Futrton. So, it is really necessary that the United States keep 
these advanced bases and must, therefore, put up with some of the 
troubles in local countries where the bases are located. I believe we 
in the United States do have advanced bases to gain time, to be able 
to have the power to use many missiles where one long ICBM could be 
used, and, likewise, to have the opportunity to fire the missiles without 
their being intercepted, diverted, or knocked down before reaching 
the target. 

We, in the free world, do get a tremendous advantage, strategically, 
out of these advanced defense bases, do we not? 

Secretary McEtroy. We do. 

Mr. Fuutton. When the sputnik was put up, that certainly was a 
very spectacular and propaganda event. The question is, as has been 
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raised not only here but in other places: Should the United States 
immediately launch a crash program to try for the moon or some such 
spectacular event? I think other members have been interested in 
that, too. 

As a matter of fact, there is an old man, 89 years old, who has 
written to me complaining about the Army and the Air Force aiming 
rockets at the moon. He said he wouldn’t be here long, and if he and 
his old pals were up behind the moon in heaven playing pinochle, the 
Army would certainly miss, and it would bother them. 

Some of the people in our district are interested in a United States 
project to reach the moon. Is there any United States project for 
some spectacular program like that, to show what United States 
Armed Forces or scientists can do on the moon, or in outer space? 
Also, do we have an outer-space program now pending under the 
Department of Defense—not particularly for defense purposes, but for 
research and development, and to help settle some of the problems of 
outer space? 

Secretary McExuroy. The present situation on that is that we are 
carrying through a program which involves several more launchings, or 
perhaps, we should say, attempted launchings. Some of them I feel 
confident will be successful, and some of them I feel reasonably 
confident will be less so. These are under the program for the 
International Geophysical Year. However, we are not limiting our 
interest in the subject to that. 

Mr. Futton. Is the Department of Defense or any of the United 
States armed services really trying for the moon? Do you haveany 
current project to hit the moon or land on it? 

Secretary McEnroy. We are interested in the moon as an objec- 
tive. Now exactly how quick that would be, we aren’t saying, but 
it shouldn’t be too long a period of time, if that is regarded as one 
of the important objectives, either for psychological reasons, inter- 
nationally or nationally, or for strictly scientific reasons. We don’t 
think there is much of a defense reason for that at this particular 
stage. But our concept here, in moving ahead with the development 
of a program for outer-space activity—and we are moving ahead 
with that, not only in military, but also in consultation with civilian 
scientists—is so that there can be a combined program while the 
country is making up its mind as to how it may want to organize to 
handle the scientific side of this over the long term. 

We don’t want to wait for that to be settled. 

Mr. Futton. You are progressing, though, on your own programs? 

Secretary McExroy. We are moving as if the military, which is the 
only one who has the capability at this time, should move down the 
road to conduct both the most military and nonmilitary aspects of 
this, until such time as the country may decide, in its wisdom, to 
put up a program, some military and some nonmilitary. My own 
belief is that part of this should be done on a strictly civilian basis. 

Mr. Futron. So that you are pressing, in your capacity as Secre- 
tary of Defense, the problems of the investigation of outer space, as 
well as the problems of earth satellites and missiles, both as to matters 
that might be of military application, and also of general scientific 
research? 

Secretary McEtroy. That is right. 

Acting Chairman Morean. The gentleman’s time has expired. 
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Secretary McExroy. I would just like to complete my answer on 
that. I think it is desirable to put into the record, in doing what I 
say we are doing, there is no desire on the part of the Department of 
Defense to preempt the strictly scientific or civilian side of this. 
Quite to the contrary, we think we have more to do in the Department 
of Defense, really, than anybody can do, and do as well as we would 
all like to do anything that we have the responsibility for. But 
what we are saying is that inasmuch as there is no capability in the 
country at this time to move rapidly with this except in the Depart- 
ment of Defense, we are working with the strictly scientific people 
to develop a combined program which we will press forward with, 
pending the time the country may make its decision as to some com- 
bination of defense and independent agency, or whatever the ultimate 
decision may be as to how this should be done in the future. 

Mr. Futon. Thank you for your complete, excellent statement. 

Acting Chairman Morean. The committee will now go into execu- 
tive session. I will ask all nonauthorized people to leave the committee 
room. 

(Whereupon, at 3:50 p. m., the committee proceeded in executive 
session.) 

Acting Chairman More@an. The committee will come to order in 
executive session. 

I think we will start down at the lower end of the table. 

Mr. Curtis. 

Mr. Curtis. Thank you, Mr. Chairman. No questions. 

Acting Chairman Moraan. Mr. Coffin. 

Mr. Corrin. Mr. Secretary, is there any way, when we give military 
assistance to an ally, that we can control the use of the equipment? 
I am referring to the Tunisian situation. 

Obviously you can’t tie strings on equipment to a sovereign ally, and 
this must be a problem with which you people have wrestled. 

The only thought that has occurred to me is whether or not in 
setting up the regional spare-parts system that there could be a 
control exercised through the spare-parts mechanism. 

For example, if an ally was using equipment in such a way as France 
has done, if the spare-parts system were organized quite effectively, 
so that no one country was long on spare parts but they were in many 
depots that were, for example, under joint NATO control, that the 
supply could be cut off and that might exert somewhat of a restraining 
influence over a period of time. 

Secretary McEtroy. That is an interesting possibility. [Security 
deletion.] 

Mr. Corrrin. I didn’t know that proportion. Other members of the 
committee may have gotten that. 

Secretary McE.roy. 12 of the planes were planes which they had 
purchased and 6 of the planes were planes which they had received 
under military assistance. 

Mr. Corrin. Referring to the planes they had purchased, under the 
present setup, would they be receiving spare parts? 

Secretary McEtroy. That they had purchased? 

Mr. Corrin. Yes. 

Secretary McEtroy. I think they can purchase any spare parts— 
I think the spare-parts control which you suggest could be exercised 
through the spare-parts program, but I think it would offer some real 
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oe as to how quickly it would be effective, because you have to 
ave quite a few spare parts and maintenance for quite a period in a 
forward depot. 

Mr. Corrin. That was just a thought in passing. 

Now with regard to the money that our allies have spent for their 
own forces, the $5 to $1 ratio, some members have expressed skepti- 
cism. They say that actually that isn’t the real ratio as far as effec- 
tiveness is concerned. 

We say that it costs only $125 to support a Turkish soldier, whereas 
it costs about $7,700 to support a United States soldier overseas for 
@ year. 

Then a skeptic will say, “You are not getting anywhere near the 
equivalent of a $7,700 United States soldier.”’ 

I was wondering, in terms of your evaluation of effectiveness of 
forces, what the ratio would be. There is obviously nothing about 
that you can publish as a general figure or apply to any particular 
country, but perhaps General Twining could give that. 

Secretary McExroy. I would like to ask General Twining whether 
he thinks a Turkish soldier—this assumes equivalent equipment, I 
take it? 

Mr. Corrin. Yes. 

Secretary McE troy. Because the figures we use for comparative 
purposes do not include equipment in either case. Is that right? 

Mr. Corrtn. Yes. 

Well, I don’t think I would add the equipment. I think I want to 
keep it on a basis of how much we are getting from our money in 
terms of effective soldiering with comparable equipment. 

Secretary McE.roy. Just man against man on the kind of support, 
clothing, food, housing, and so on, which you give to each man, which 
is to some considerable extent controlled by the standards in each 
country. 

Is that the comparison? 

Mr. Corrin. Yes. 

General Twrntna. I think the cheapest soldier we are getting— 
and a good one—is Taiwan. That is the cheapest man we are getting, 
and he is a fine soldier. 

And the Turk, if you don’t know it, is an excellent soldier. There 
is none better. However, it is a little more costly to maintain a 
Turkish infantryman than a Korean infantryman, but the Turk is 
still cheaper to maintain than an American. Particularly an American 
in Turkey is very expensive. 

These forces all have a different degree of quality, there is no 
question about it. 

[Security deletion.] 

General Twin1nc. Now, I don’t think the Soviets can depend on 
those satellite nations. I don’t think they are a sure thing in the 
case of a war. We can depend on our allies. We know they will 
be with us. 

Mr. Corrin. The $1 we spend for $5 overseas, is that a fair com- 
parison, not only in terms of dollars but in terms of soldierly quality 
and military effectiveness? 

General Twintna. Yes. 

Acting Chairman Moraan. The gentleman’s time has expired. 

Mr. Bentley. 
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Mr. Benriey. Mr. Secretary, I wonder if you could expand now on 
what allied forces we have that are a factor in deterring international 
as distinct from local aggression? 

Secretary McE.troy. That would apply to all of the forward NATO 
countries. 

Mr. Bentiey. What does the word “forward”? mean? 

Secretary McE.roy. Well, the ones who are—I will give you specific 
names, if you want: France would be one. Germany, certainly. 

On the other side of the world, Korea would be one. 

Mr. Buntiey. Korea is a factor in deterring international aggres- 
sion? 

Secretary McExtroy. In my judgment, yes, quite. 

I think it is pretty hard to say that anything you do which is of a 
nature which strengthens you militarily, does not deter—does not 
share in the deterrence of aggression. 

We have even talked when all this discussion goes on, about shelters, 
of which there has been a good deal of discussion within the adminis- 
tration. 

Some discussion is on the outside. Some people refer to shelters 
as burrowing in the ground, and I don’t think there is a great deal of 
public support for a large program of public shelters. 

On the other hand, the people who are in favor of a shelter pro- 
gram make the point, and it has some validity, that anything that 
you do that strengthens your ability to survive as a nation and to 
react after a massive blow, is the kind of thing which will discourage 
a fellow who is considering the massive blow. 

Really, the thing that constitutes the deterrent is not alone the 
fact that you have forces that will deliver a terrific blow in response 
to somebody who attacks you, but it is also your ability to survive 
as a nation. It includes defense systems, it includes your friends 
around the world, and really everything in its composite that gives 
you your defense strength. 

Mr. Bentiey. Could you give us some examples of where our allied 
forces are used primarily for the purpose of local security, other than 
to combat aggression? 

Secretary McE.roy. Yes; I would say in countries like some of 
those small ones. 

[Security deletion.] 

Secretary McEtroy. Yes; I would think those would be suitable 
examples. 

Mr. Bentiey. Other countries in the Middle East areas that are 
not so-called forward areas, the non-Baghdad Pact countries? 

Secretary McE.uroy. Yes; we would consider them as coming under 
this category. 

Mr. Brentuey. Primarily for local security reasons? 

Secretary McEuroy. That is right. 

{Security deletion.] 

Mr. Bentriuny. Thank you, Mr. Secretary. 

I believe that is all. 

May I ask you one question, though, sir, if I still have any time left: 
When you are making the comparative figure between our defense 
— and those of our aii, was that over the same length 
period? 
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Secretary McEtroy. Yes; for the period of calendar years 1950-57 
our grant aid allies’ defense expenditures amounted to $105 billion. 
During the same period our defense, including mutual assistance pro- 
gram expenditures, amounted to $297 billion. 

Mr. Bentiey. Thank you. 

Acting Chairman Morean. Mr. O’Hara, would you yield to your 
distinguished colleague from Illinois, who has to leave? 

Mr. O’Hara. Nothing would give me greater pleasure. 

Mr. CurperFieLD. Thank you, Mr. O’Hara. 

Mr. Secretary, I want to follow up some of Mr. Bentley’s and Mr. 
Coffin’s questions. I am one who despises charts. However, the 
Defense Department has prepared some wonderful charts. 

I don’t mean to anticipate your testimony tomorrow, Mr. Sprague, 
but I do want to bring this matter up at this time, because it is just 
along the lines Mr. Bentley and Mr. Coffin are talking about. 

I have charts before me that I don’t believe appear in the 
summary presentation. One of them shows just exactly what we are 
talking about. During the period between 1950 and 1956, it shows 
that our own defense cost us $254 billion. This got us 1 million men, 
26,630 planes, and 969 naval ships. 

Now, we spent $17 billion during that same period—$17.4 billion, 
on mutual security aid in NATO. The NATO countries spent $93 
billion, and Canada, Australia, and New Zealand spent 14. 

For our $17% billion, and NATO aid making a total of $124 billion, 
what did it get us? It got us 5 million men, 27,024 planes including 
12,000 jets and 2,500 naval vessels. 

This tells the story, it tells the story of what our allies are doing, 
and that it isn’t all on our side. 

If I were in your shoes, I would take a chart like this and I would 
get together a short statement, and then I would show what we have 
done in our regional arrangements that are on this chart, and then 
I would show why it is possible. We can get a Korean soldier for 
$117 a year, while the cost of our own soldier is about $3,500 a year. 

We can put 50 soldiers on Formosa or Korea for the cost of 1 United 
States soldier, and we wouldn’t have the manpower for it, if we 
could afford it. 

I think you can make a short statement using those charts, bringing 
them up to date and send it around to every Member of Congress, 
and as far as your part is concerned you would be doing a job. 

That is the only suggestion I have to make. 

Secretary McEtroy. That is a very good one. That is very 
persuasive. 

Mr. CurperFietD. That is all. I yield. 

Mrs. Ketiy. Will we get those charts? 

Mr. CutrerFIeLD. Those are last year’s charts. They will have 
to be revised up to 1957. 

I think they tell the story, and I can’t find them in this book. 

Mr. Spraaur. Those were last year’s charts. We would be glad 
to bring them up to date, if the committee feels it would be helpful. 

(The charts referred to appear on pp. 379-380:) 

Secretary McE troy. That was certainly a persuasive statement 
that Mr. Chiperfield made about the use of these. 

Mr. CuHIPERFIELD. I have taken these charts before Kiwanis and 
Rotary clubs and they show why we couldn’t do it ourselves, why it 
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is less expensive to do it the way we are doing it, and that our allies 
are doing their part. 

You don’t have to have many charts; you have the whole argument 
right there in 2 or 3 charts. 

The reason I brought this matter up was because I wanted to call 
these charts to your attention, Mr. Secretary. 

Secretary McEuroy. It is a very good suggestion. 

Mr. CuiprerFIELD. Thank you, very much, and you will excuse me 
if I leave. 

Thank you, Mr. O’Hara. 

Acting Chairman Morean. Mr. O’Hara, you still have 5 minutes 
left. 

Mr. O’Hara. I will take time to remark that Mr. Chiperfield’s 
father was one of the great sons of Illinois whose statesmanship left 
a lasting imprint. 

Mr. Curprerrietp. Thank you, very much. 

Mr. O’Hara. Mr. Secretary, now seriously would our defense plans 
be interfered with, if unfriendly governments should take over some 
of the strategic points in Latin America? 

Secretary McEuroy. I personally don’t think this country could 
permit the taking over of strategic points in Latin America. 

Mr. O’Hara. That is, in some of the countries where we have 
strategic installations, we would be greatly harmed if they were under 
unfriendly governments? 

I do not know that there is anything we can do about it. 

Secretary McEtroy. I think there is something we can do about it. 

There are certain points that this country can’t permit and I think 
that is one of them. 

Each one of these things gets faced as you come to it, but there are 
very few people in this country who could quite visualize having an 
unfriendly government, let’s say, in Mexico that would be cooperating 
with the other side of this great international struggle. 

Mr. O’Hara. And of course I know the Department of Defense is 
alert on the situation that might exist there. 

Secretary McE.roy. What we are trying to do is to beat that by 
establishing friendly relationships so that it doesn’t become ever a 
problem, where we have to get into what you might think of as a more 
unpleasant kind of action. 

Mr. O’Hara. Mr. Secretary, is the progress in research satisfactory 
to you? 

Secretary McExroy. I think it is satisfactory to me, Mr. O’Hara, 
but I will say in my judgment the research and development activity, 
particularly in the field of new weapons, has been moving so fast that 
it is one of the really major problems that we have to consider in this 
question of improved organization in the Department of Defense. 

Now, I don’t want to suggest here that I think the research and 
development job is currently being badly done, but I think it is so 
large and is using up such a large share of the total scientific and 
engineering manpower in the country, that it is incumbent upon us, 
quite aside from the matter of the saving of money that could be 
involved, to make the most economical possible use of these people, 
of which there are not too many. 

So that those that are needed for defense can make their contri- 
bution to the nonmilitary fields which, of course, to most of us, are 
what we are living for anyway. 
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Mr. O’Hara. You have an Under Secretary now with jurisdiction 
in the research field? 

Secretary McEnroy. We have an Assistant Secretary for Research 
and Engineering. We are fortunate also that our Deputy Secretary 
of Defense, Mr. Quarles, filled that job at one time, so if he didn’t 
have quite so many things to do otherwise, he would be even more 
effective than he is now, and he is very effective in keeping that pro- 
gram as well coordinated as it is. 

Mr. O’Hara. Naturally, our scientists at the University of Chicago 
are interested in the work you are doing. 

Secretary McEtroy. They have been, and are, important con- 
tributors to the country’s defense, right now. 

Mr. O’Hara. I know you are personally acquainted with a number 
of our scientists, all of whom are happy to be your friend. 

Secretary McExroy. Thank you. Maybe I should put in the 
record, if we are talking about Mr. Chiperfield, that he happened to 
be in law school when I was in college, and I think it must be between 
that time and now that I have not seen him. The years that have 
passed by are classified. 

Acting Chairman Moraan. Dr. Judd. 

Mr. Jupp. Mr. Chairman, following up your discussion earlier with 
the gentleman from Maine, we have been told that some governments 
aré always pressing us for larger military establishments than we 
think they need. It gives their governments prestige with their own 
people, and they feel they are a big shot in that section of the world, 
and soon. Are there also governments which have said they would 
rather we give them less military assistance and more economic aid? 

General Twinine. The bulk of them are the former. 

Secretary McEtroy. I don’t know whether they have done it on a 
relative basis or not. The only thing that does seem to be a matter of 
fact, Dr. Judd, is that without exception those receiving military aid 
from us are asking for more. Now, whether they have said they would 
be willing to give up some of that military in order to get a greater 
amount of economic aid, I don’t think we know. 

Mr. Jupp. Let me take this off the record, because I am quoting 
somebody else. 

(Discussion off the record.) 

Mr. Jupp. I presume one reason those governments that are some- 
what unstable and uncertain of their position—not too well developed 
in many cases—want a larger military establishment is that it gives 
them a greater sense of having things under control in their own 
country. 

I wonder if there are not also some that are sufficiently wise to see 
that the real way to get more stability among their own people is to 
move further ahead in the economic field, and not press so much for 
tanks and planes. Tanks can hold down a rebellion, but they don’t 
win the hearts of the people. I would hope that there would be some 
that would say, ‘Now, we are depending on your retaliatory power, 
oe strategic air force, to protect us if we are attacked. We honestly 

elieve that maybe we can build greater solidity in our alliance with 
the West by moving more rapidly in the economic field to better the 
living conditions of our people than by just enlarging our Armed 
Forces.”’ 

You don’t know of any? 
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Secretary McEtroy. I don’t know of any. If that were known, it 
would be by Mr. Sprague, I suppose, with Mr. Dillon. 

Would you let us look into that and find out? 

Mr. Jupp. Yes, please. 

Secretary McE troy. We will investigate that. 

Mr. Jupp. The time has come when their defense depends so much 
on these superweapons which there is no chance of their being able to 
get. I would hope some of these governments would see that they 
themselves ought not to press us so much for more military hardware 
and would concentrate on improving the conditions of their own 
people. I think that would be a tremendous forward step. 

Secretary McE roy. And particularly in those quite ill-developed 
countries. I think the further they get along the more they get to 
a point where they do want to support a military establishment that 
will really protect them. But the situation, as I get it from your 
discussion that you are thinking about is one where there is really no 
hope of that, and yet until they build some sort of economic base, 
which can be done best by economic aid, that the most they can hope 
for is enough of a military force to maintain internal security, which, 
of course, is terribly important to us as well as to them. 

Mr. Jupp. Some of them say, for instance, in Korea [security 
deletion]. 

I can see all the arguments. It sounds convincing to themselves. 

Secretary McE.roy. I am sure it does to themselves. Of course, 
it is quite often true, as you well know, that sometimes you want 
more, where they aren’t, and you want fewer where they seem to be 
there in such profusion. Certainly Japan can support a very sub- 
stantial military force. 

Mr. Jupp. And yet all those countries that were occupied by Japan 
from Korea down through Taiwan, the Philippines, Vietnam, 
Indonesia, Thailand, are not too “hot” about our pressing Japan to arm. 
It has to be done very skillfully. 

Secretary McE.roy. There is a certain amount of the same 
reluctance—— 

Mr. Jupp. On our own part? 

Secretary McEtroy. Well, with respect to the other part 

Mr. Jupp. Western Europe vis-a-vis Germany? 

Secretary McE.troy. Yes. 

Mr. Spracue. Dr. Judd, I don’t know of a single instance where a 
country has asked us for less military assistance in return for increased 
economic assistance. There are countries like Japan which, while the 
want our military help, don’t want to build up their own forces with 
their own expenditures. They would rather devote their expenditures 
to their economic development. I know of no case where a country 
wants less help from us militarily in order to obtain more economic 
assistance. 

Mr. Jupp. What they really want from us is more in both? 

Mr. Spracue. That is true. 

Acting Chairman Morean. Mrs. Kelly. 

Mrs. Reta. Thank you, Mr. Chairman. 

Is there much discussion, Mr. Secretary, on how much we have 
spent from the period of 1950 to date? I would like to know if we can, 
or if we are going to get it, what we have for that cost. For instance, 
what is our total divisions, worldwide, and United States? 
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Secretary McEtroy. Well, we have the numbers. 

Mrs. Ketiy. Are we going to have any of that breakdown, or a 
briefing on it? 

Secretary McEtroy. Wecangiveit to you. We have it in numbers 
of people, now. 

Mrs. Ketiy. People or divisions? Let’s say, roughly, how many 
United States divisions are there? Overseas and home. 

Secretary McEtroy. The total number of United States ground 
forces divisions are 15, at the present time. 

Mrs. Ketity. That is the total United States number? 

Secretary McEtroy. The total United States number. 

Mrs. Ketiy. How many overseas? 

Secretary McExroy. That, of course, is supplemented by the 
Marines, but we are talking now about Army ground forces. Do you 
mean what number are overseas? 

Mrs. Ketty. Yes, sir; what number of the United States divisions 
are overseas? 

a General Twinine. Eight. Five in Europe and three in the Far 
ast. 

Mrs. Ketiy. Five in Europe and three in the Far East. 

What about the total allied? Do we have a breakdown of that? 

General Twintnc. I doubt that we have that broken down in divi- 
sious. In military strength, I can give it to you. 

Secretary McE troy. That is numbers of people. I think it may 
be just as well not to put these things in divisions, because a division 
is a far different thing. 

Mrs. Ketiy. The Russians still have—about two hundred-and- 
some-odd divisions; is that correct? 

General Twintne. We can get those in just a minute for you. The 
Russians have 175 of their own. 

Mrs. Keutuy. And the satellites—— 

General Twintna. It comes to a total of 395—175 Soviet plus 220 
Communist bloc. 

Mrs. Ketiy. Are the United States ready, the 15; and the total 
allied, ready? 

General Twin1nc. Not to the same degree. 

Mrs. Ketuiy. Has that degree improved over the past year or 2 
years? 

General Twrnina. It is getting better all the time. 

Mrs. Ketuy. Have we revised our goals? 

General Twintne. There are 175 Soviet and 220 other Communist- 
bloc. A total of 395. 

Mrs. Ketiy. What is our allies? 

General Twin1tnc. The United States has 15 Army and 3 Marine, 
and our allies have 196%. 

Mrs. Keuty. Fifteen Army is the total United States divisions, 
and three Marine. Those three are overseas. 

General Twintnc. Three of the Army divisions are overseas and 
one Marine division is overseas? 

a Brentiey. No; 5 in Europe and 3 in the Far East, the general 
said. 

Mrs. Ketuy. That is what I have down here, of the 15 total and the 
rest are in the United States. 

General Twin1nc. That is correct. 
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Mr. Spracusr. 15 Army ari 3 Marine. That is 18; 8 Army over- 
seas. 

Mrs. Keuiy. Then 10 are back here; is that correct? 

General Twinrtna. Yes, including the Marines. Oh, no. Part of a 
Marine division is overseas, also. In fact, you have a total of 9 divi- 
sions in the continental United States, less 1 Marine battalion in the 
Mediterranean. There is one division in Hawaii. To recapitulate, 5 
divisions in Europe, 2 in Korea, 2 elsewhere in the Pacific and 9 at 
home, for a grand total of 18. Our allies add 196% divisions to that. 

Mrs. Keuiy. 196 divisions added to that. That is worldwide? 

General Twinina. Yes. 

Mrs. Keutuy. How ready is that 196? 

General Twintna. In varying degrees. They are all regular divi- 
sions, assigned to these countries, but you couldn’t compare them to a 
United States Army division. 

Mrs. Ke.uiy. Supposing something happened tomorrow, how many 
can we depend on? 

General Twinina. They can all go, up to a certain degree. They are 
all in active service. 

Mrs. Ketty. In back of that is the Reserve, and so forth? 

General Twinina. That is right. 

Mrs. Ketiy. Now the strength of NATO forces, has that increased 
over last year, or decreased—the NATO strength? 

General Twintne. General Norstad will be here to talk on that. 
The strength is relatively the same in numbers. It has increased in 
firepower quite a bit through weapons which are new. 

Mrs. Keuuy. Is General Norstad coming here? 

General Twinine. Yes. 

Mr. Spracun. The Chairman has asked for him. We expect he 
will appear before this committee. 

Mrs. Ketiy. I didn’t know that. I am terribly sorry. 

There is one thing I wanted to ask about. Maybe it is not in this 
category, and I will have to wait: I refer to the communications 
system in Europe, has it improved, particularly in Turkey, over 
last year? 

General Twinrna. Yes. 

Mrs. Ketiy. You are not using jets down there from one base to 
another? Is the planned communications system installed? 

General Twintnc. They are doing fine with jets now. 

Mrs. Ketity. The communications system, the contact between our 
bases. 

General Twining. It is not up to what we have in this basis but 
it is improving. 

Mrs. Ketiy. In 1955 you were using jets and then appropriations 
were given for installation of a communication system, and last year 
it was reported improved. 

General Twin1na. It is improved, but it is not as good as it ought 
to be. 

Mrs. Keuiy. Is there some sort of communication there so you can 
contact the bases immediately? 

General Twinina. Yes. 

Mrs. Ketiy. We couldn’t contact one from the other. 

General Twininc. We have communications between all activities. 
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Mrs. Keuiy. Where is the farthest radar system we have in the 
East, in Europe? 

General Twinine. Turkey has standard radar and standard radar 
is going into the Middle East, under this program. Thev are putting 
one in, I believe, in Iran. 

Mrs. Kretty. How about Turkey? 

General Twintnc. We have radar in Turkey. 

Mrs. Ketty. Is it up in the northeast section? 

General Twinina. No; not that far up. 

Mrs. Ketry. Does it cover up there? Will it cover? 

Secretary McEtroy. It covers pretty well. 

Mrs. Ketty. It covers pretty well, but is it there today? 

Secretary McE troy. Yes. 

General Twintna. We have radar there today. 

Mrs. Ketiy. I am sure my other questions will be for General 
Norstad. 

When I was at breakfast with General Brucker, we discussed the 
Pentomic Division. As I understand, you have one and a half divi- 
sions ready over here; is that correct? 

General Twintna. In the United States. We have 7 Army divi- 
sions of which 2 are training divisions. The rest are part of the 
strategic Reserve of the Army. 

Mrs. Ketty. This is a transportable unit, isn’t it? 

General Twininc. He must have been talking about the Missile 
Command. 

Mrs. Ketty. The one we have in northern Italy. 

General Twininc. Yes; that is something new. That is SETAF. 
One is deployed in Italy and the others are getting ready. 

[Security deletion.] 

Mrs. Keutuy. They will all be ready? 

General Twintna. Yes. 

Mrs. Ketuy. I was talking to someone when I left here today, one 
of the members on the Armed Services Committee, and he said they 
weren’t ready, and that was what I learned from General Brucker. 

General Twininc. Not at the moment, but I have a report on them 
from the Army. I have those dates. They are coming right along. 

Mrs. Ketuy. The planes are ready right now to move the troops if 
there is a brush fire? 

General Twintnc. We could move them except for the heavy 
weapons. 

Mrs. Ketity. What good would the men be without the weapons? 

General Twintnc. We could move their lighter weapons, their 
Honest Johns and the Corporal missiles, but not the Redstone. 

Mrs. Ketry. That is the reorganization of the divisions. Like the 
one in Italy. 

General Twininc. The pentomic division has nothing to do with 
the missile commands. That is a separate unit. 

Mrs. Ketuy. The one in Italy is SETAF, and you have one back 
here, and you expect to have how many more by the end of this year? 

[Security deletion.] 

Mrs. Ketuy. And the planes and all to move the division? 

General Twininc. They don’t have any planes with them. That 
lift would have to be furnished, if they wanted to move them by air, 
by the Joint Chiefs of Staff. 
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Mrs. Keuiy. Let’s say we have a brush fire in one of the countries 
involving NATO. How ready are we to go, and how soon, to that 
brush fire? 

General Twininc. We wouldn’t have a brush fire in NATO. 

Mrs. Ketiy. We could have one down in the Dardanelles; isn’t 
that in NATO? 

General Twininac. If you wanted to move these forces, we could 
move them very readily, that size outfit, yes. 

Mrs. Ketiy. That size is ready to go. 

Secretary McExroy. I don’t think that you would do anything in 
the Dardanelles from here. 

Mrs. Keuuy. I am talking about the NATO forces, in moving 
around any of our NATO groups, you could do it, and they are 
equipped to go. 

General Twintnc. We have on several occasions alerted special 
units for airlift, and they have been all ready to go, with the aircraft. 
We haven’t had to move them, but those things are going on all the 
time. 

Acting Chairman Moraan. Mrs. Bolton. 

Mrs. Bouton. Mr. Chairman, my Ohio colleague, Mr. Vorys, had 
to leave and asked me to put a question to you for him. 

He wanted to know what was the effect of the big cuts in this pro- 
gram last year. 

Secretary McEtroy. Now, there is a chart that will be shown to 
this committee which will give that in detail. I know some of the 
facts on it, but I rather think it would save your time 

Acting Chairman Moraan. Will you have that chart tomorrow? 

Mr. SPRAGUE. Yes, sir. 

Secretary McE roy. I have seen it myself today, and I think it is 
far more clear to show it to you in that way than to try to answer 
verbally. 

Mrs. Botton. Thank you. 

Now may I ask my own question? 

Acting Chairman Morgan. Surely. 

Mrs. Boiron. When we were in Korea, when we were being accused 
all the time of going on over into the Chinese areas, we gave strict 
orders to our Air Forces not to follow through and go across the bor- 
der. So our fliers were held back. Now, what is our attitude, in the 
Army, what is the attitude about the French going on over in Tunisia? 

Secretary McE.roy. I think this becomes more of a political 
question than military. 

Mrs. Bouron. I was hoping the military would have some idea 
about it. 

Secretary McE.roy. Well, I think that the idea we have is more 
likely to be associating ourselves with the political view that it is a 
matter of real distress. [Security deletion.] 

Mrs. Bouron. Didn’t it occur to us to take that as a God-sent oppor- 
tunity to express ourselves about things of that kind? 

Secretary McEuroy. I strongly sympathize with Mr. Dulles’ 
problem. He walks such a fence at all times that while I am sure he 
must be tempted to express himself in that way, I am sure he had some 
other things he had to consider. 

Now, what we are discussing is something really within his bailiwick. 
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Mrs. Bourton. I realize that, but I had hoped that the military 
really have a point of view of their own about it. 

General Twinina. Well, the military does, but it is basically a 
political decision. Just like not crossing the Yalu River in Korea was 
a political decision. You know the military wanted to go over there 
every day. 

Secretary McEtroy. We don’t know this decision that was made 
by the French was a political decision. We don’t know whether it 
was or not. 

Mrs. Botton. Nobody knows who was responsible for it. The 
French don’t seem to be willing to say, but anybody who has read 
The Lieutenant in Algiers would feel that somebody should be made 
responsible. It would seem to have been a wonderful opportunity 
for us to express ourselves, but we didn’t, so now we must wait. 
There is probably nobody more able to do something than Mr. 
Murphy who does know the background as few do. 

Then, having come after the loan—— 

Secretary McE.roy. It was a coincidence which was very un- 
fortunate. 

Mrs. Bouton. To many of us it is one of the really tragic things 
we have done. If we can bail out of what the Arabs think of us, 
we are going to be the luckiest people in the world. 

(Discussion off the record). 

Mrs. Botron. When you take a person who isn’t an enemy but is 
anxious to be with the United States—and we continue doing these 
things that are against them—it is pretty difficult for them to say 
“stick with us.” 

Secretary McEtroy. I agree. 

Mrs. Botton. I did really have to take it on the chin when I was 
over this November. Sputnik went up when I was in the Near East 
and then I came across north Africa and I really should have had the 
chairman with me, but he couldn’t make it so I just had to take it all by 
myself. 

Thank you very much, Mr. Secretary. 

Acting Chairman Morean. General Twining, in this small book 
on mutual security you have included a chart on the shrinking world 
and it shows the Russian bomber distance between Moscow and 
Chicago, as approximately 9 hours flying time. 

What would be the approximate time with the Russians shooting 
an intercontinental ballistic missile to Chicago? 

General Twinrnc. 20 minutes. 

Acting CuarrmMAN Morean. Any further questions? Mr. Bentley? 

Mr. Bentiey. Just one, if I may. I am still a little puzzled about 
this question of deterrents. 

Mr. Secretary, when you were talking about deterrents, you men- 
tioned several things including our own shelter program, but I was 
thinking more of the retaliatory striking power that we and our allies 
presumably possess as the deterrent. 

Basically, the real deterrent from the standpoint of retaliation is the 
United States ability to retaliate, is it not, sir? 

Secretary McE.troy. The biggest proportion of the free world 
retaliatory power lies with the United States. That is correct. 

Mr. Bentiey. That, in turn, would be the real deterrent presum- 
ably, to all-out Soviet aggression at the present time? 
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Secretary McE.roy. I would say it is the biggest deterrent. 

Mr. Benriey. That deterrent, of course, would presumably exist 
regardless of what did or did not happen with respect to the mutual 
security program? 

Secretary McEtroy. We would certainly continue to support our 
retaliatory power if we had no allies anywhere. There is no question 
about that. I think when you think of our retaliatory power, it isn’t 
only the base system that we have in this country that is important to 
us, it is our overseas bases as well that are important. 

It is true that the Navy, the attack carriers have with them a major 
strategic delivery capability and they are dependent on basing over- 
seas, like in Spain and various places which you know about, so that 
I don’t want to say that it would be anything like as simple or as 
good a system that we would have, but we would certainly have and 
cultivate as our first requirement, a capability to deliver a strategic 
weapons system as the Strategic Air Command is competent to do now. 

Mr. Bentiey. In view of what the chairman was just saying a 
minute ago about the flight time, so-called, between Chicago and 
Moscow, is that tending to lessen the importance of overseas bases in 
the long run, or not? 

Secretary McExtroy. Well I suppose if you were to assume success 
of the intercontinental ballistic missile and if you were to assume there 
would not be discovered a defensive system against it, that you would 
reach your conclusion; I don’t make either of those two assumptions. 

I think you are more likely to make the first assumption because I 
think you will have success with an ICBM, but the fact is that that is 
a very sophisticated kind of weapon. To be able to pitch it up into 
the sky and cut it off at exactly the right velocity and through the 
established projectory at that point to be able to hit a point 5,000 miles 
away from your starting point within a mile—what they call CEP 
which is the diameter of probable error—we talk a good deal about 
this as if it were just around the corner. 

We are not so convinced it is just around the corner. That is one of 
the reasons why we like the advanced bases with the 1,500-mile 
weapon. The 1,500 miles gives you just that much less probability 
of error and that much greater control because the greater the distance, 
the greater the opportunity of missing the point in the projectory where 
you have to cut off your power to get your accuracy of hit. 

Mr. Bentiey. I am wondering if it would be possible to have a 
study of the overseas bases that are directly dependent upon the 
military assistance program and those that we presumably would 
continue to possess, whether or not we had the program. I am sure 
they follow both categories. 

Secretary McEuroy. Yes; I think there are probably some that we 
could count on anyway. I think we could count on the British bases, 
anyway. 

Mr. Bentitey. We could count on Okinawa, presumably. 

Secretary McEuroy. And I expect we could count on the Canadian 
bases. Canada is terribly important to us, as you know, for our early 
warning line, this ICBM warning system which has cost us tremendous 
amounts of money. 

Also, we are deploying tankers to some of those northern bases in 
Canada for the purpose of extending the range of our attacking 
bombers. 
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Without Canada, I really don’t know quite how we would run the 
railroad. 

General Twintne. That is right. 

Secretary McEtroy. We would have a capability if we had to hold 
back within our own shores, but it wouldn’t be anything like the 
capability that we have today. 

Mr. Sprague. Mr. Secretary, isn’t it true, even if we have a lot of 
ICBM’s, the value of the bases with shorter range missiles on them is 
that it makes it more impossible for the Russians to knock everything 
out simultaneously and, therefore, adds to the retaliatory capacity 
which in itself, is the deterrent to their starting a war? 

Mr. Bentiey. Does the factor of warning time come in there? 

Secretary McE.roy. The problem is enhanced by the speed of the 
intercontinental missile. What is required here, even on our own 
system is a quick response. This is one of the reasons we are putting 
so much money into this. You have a long enough period of warning 
if you do what we believe we can get in position to do, which is to 
know when this weapon of the enemy is launched. That is what our 
big radar should tell us. 

Mr. Bentuey. I am trying to take out for the moment these factors 
of local security and meeting local aggression, with a brush-fire type of 
warfare and try to see in my own mind how the military assistance 
program contributes directly to our own defense, along with the 
retaliatory weapons of tomorrow. That is the point of these questions. 

Secretary McEuroy. Of course, it does mix up, as I am sure you 
can see. If you were to have some of these big retaliatory weapons 
based in the NATO countries, and you are giving those NATO coun- 
tries help in other ways at the same time, you look to them and they 
look to you for IRBM bases. But we believe that if we didn’t have 
the essentially friendly relationship and interdependence which comes 
from a successful alliance, and if you had to start this from scratch 
with a country where you had not already developed a good working 
relationship, which this country does permit you to do, it would take 
you a very long time to develop an interest on the part of a new coun- 
try to permit the placing of an IRBM base. 

There is no question, at the same time it gives that country a greater 
defense strength, it also attracts to that country a certain amount of 
attention for attack. 

Mr. Brent ey. May I suggest, in conclusion, the factors and argu- 
ment such as you have just advanced, I think probably will be among 
the most convincing you can probably use this year with respect to the 
military part, at least, of this military assistance program. 

The relationship and the way it ties into our own defense and 
retaliatory capability. 

Secretary McE.troy. You don’t know the extent to which you are 
going to require advance basing for some of these weapons of the future, 
but you know you can never have too many friends, and the mainte- 
nance of a friendly environment in countries around the world is essen- 
tial. Take your present example of the IRBM employment, if you 
want to. 

Five years ago, when you started on that program, you didn’t do 
this for the purpose of making sure you would have bases for IRBM 
employment, because you weren’t thinking about that, but today you 
think about it, and think about it very hard, and the fact that you have 
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built up this firm working relationship with your allies is giving you a 
base from which you can move very rapidly. 

General Twinitna. There is more to it than just one base and the 
ability of SAC to land there and strike a target. This retaliatory force 
needs the airplanes, the crews, the bases. In addition it needs radars 
in all these countries around the world; it may have a vital need for 
communications through a little country. The fact that you have 
communications in or through a particular country is worth all the aid 
we are giving, just to aid the retaliatory force operation. There are 
many times where the little countries that you wouldn’t think had 
anything to do with the retaliatory force at all, are very important. 

Mr. Bentuey. As one who has not been in support of the program 
in the past, let me say I think that you gentlemen will have a great 
deal more success if you emphasize arguments such as you have just 
been presenting, and not worry too much about these other factors, 
such as local security—such as in South America, which is going to 
be controversial in any case. 

Secretary McEtroy. I think it is a good thought. 

Acting Chairman Morean. Thank you, Mr. Secretary. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 4:30 p. m., the committee adjourned to reconvene 
at 10:30 a. m., Friday, February 28, 1958.) 








MUTUAL SECURITY ACT OF 1958 


FRIDAY, FEBRUARY 28, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON ForrIGN AFFAIRS 
Washington, D. C. 

The committee met, in executive session, at 10:30 a. m., room G-3, 
United States Capitol, Washington, D. C., the Honorable Thomas E. 
Morgan (acting chairman) presiding. 

Acting Chairman MorcGan. We will continue our consideration of 
the Mutual Security Act of 1958 which authorizes funds for fiscal 1959. 

Our witness will be Mr. Mansfield Sprague, Assistant Secretary of 
Defense for International Security Affairs. 

We will ask both Mr. Sprague and Mr. Shuff to make their presenta- 
tion. When they are discussing the charts, you will be permitted to 
ask questions on the charts, but we are going to withhold the question- 
ing until the entire presentation of both witnesses is given. 

Go right ahead, Mr. Sprague. 


STATEMENT OF HON. MANSFIELD D. SPRAGUE, ASSISTANT 
SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY 
AFFAIRS 


Mr. Spracusr. Mr. Chairman and members of the committee, I 
have a prepared statement which I would like to read which is unclas- 
sified and is available for release by the committee at its discretion. 

I would like to state before I start that we are going to make every 
effort that we can, on an objective basis, to declassify as much as 
possible of the presentation in the interests of making it available to 
the members of the committee for use on the floor and publicly. It 
may take a little while, however, for us to determine the full amount 
which can be declassified. 

I would also like to state, the up-to-date figures in response to 
questions which were raised yesterday as to United States defense 
expenditures, military assistance expenditures, grant-aid allies ex- 
penditures, and all-allies expenditures during the calendar years 1950 
through 1957. 

United States defense expenditures during that period: $277 billion. 

United States military assistance expenditures, $19.7 billion. 

Grant-aid allies expenditures, $105 billion. 

Other allies with whom we are associated in bilateral or collective 
security agreements not receiving grant aid, $17 billion. 

Giving an aggregate total of expenditures by all allies of $122 billion. 

Mr. LeComprs. Are you reading that someplace? 

Mr. Spracue. No, sir. 

Mr. LeCompte. It is not before me, is what I mean. 
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Mr. Spracue. That is right. 

I would like to add this, though, sir, in response to a suggestion 
made by Mr. Chiperfield yesterday, and which I think was echoed by 
members of the committee, we are preparing charts, 2 to 4 in num- 
ber—we haven’t quite decided—comparable to those which we used 
last year, which will reflect these figures, as well as the up-to-date 
figures of the cost of maintaining a United States soldier, as against 
selected allies’ soldiers. 

Acting Chairman Morean. The figures will be up to date? 

Mr. Sprague. The figures will be up to date through calendar year 
1957 and will be made available to members of the committee for 
their own use. 

Acting Chairman Morean. We noticed on the chart yesterday 
where the figure was quoted which was also in the little green book. 

For instance, for Turkey, the yearly amount differed by over $150 
between the amount quoted on the chart and that quoted in the green 
book. 

It is labeled $240 in this book, and somebody quoted a figure of $105 
on the chart. 

Mr. Spracus. We will try to work out these discrepancies, Mr. 
Chairman. 

Mr. Vorys. These figures you gave are not classified, at all? 

Mr.-Spracue. These are not classified figures and are available for 
public use. The charts will likewise be unclassified. 

In addition, Mr. Chairman, I think the committee might be inter- 
ested to know that this morning I talked to General Twining, and he 
agrees it would be a useful exercise, both for us and for the committee 
if, in response to the questioning in the latter part of the afternoon 
by Mr. Bentley, we can come up with a reasonably short, concise piece 
of paper which will spell out, more than the statements which have 
been made to date do, the value of our overseas bases in the future, as 
well as the capability which our allies have now and will have in the 
future, both in terms of a conventional and a nuclear war. 

We expect that this statement will be a joint JCS-Defense statement 
which we hope to have available for the committee when the Defense 
part of the hearings reopen, I believe, this next Thursday. 

Acting Chairman Morean. Is that what you had in mind, Mr. 
Bentley? 

Mr. Bentuey. As I said yesterday, Mr. Chairman, I think that 
would be extremely helpful to the committee. I personally would 
welcome the statement, providing it is unclassified. 

Mr. Spracus. We will make it unclassified. 

Mr. Chairman, one other thing, if the committee is interested, I 
have several copies here of an instruction which I signed out the other 
day in connection with the Military Assistance Advisory Group train- 
ing course, which I indicated in testimony last Tuesday was being 
started this spring for the purpose of training top MAAG officers in 
their responsibilities in the field, and I will distribute this instruction 
for the members of the committee who might like to have it. It is 
likewise unclassified. 

(The document above referred to follows:) 
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DEPARTMENT OF DEFENSE INSTRUCTION 


No. 2110.25, ASD (ISA) 
FEBRUARY 20, 1958. 
Subject: Military Assistance Advisory Group (MAAG) training course. 
References: 
(a) DOD Directive 5132.3: DOD Policy, Organization and Responsibilities 
Relating to the Military Assistance Program. 
(b) Deputy Secretary of Defense Memorandum, October 10, 1957, subject: 
istablishment of an Orientation and Training Course for Military 
Assistance Advisory Group (MAAG) Personnel. 


I, AUTHORITY AND PURPOSE 


Pursuant to authority contained in references (a) and (b), the purposes of this 
instruction are to: (a) provide for a Military Assistance Advisory Gaeta (MAAG) 
training course, (b) set forth the basic policies and procedures governing the 
curriculum and its administration, and (c) assign specific responsibilities for its 
operation and supervision. 

II. OssectTive 


The objective of the course will be to provide a more effective means of in- 
doctrinating personnel of the Department of Defense selected for overseas assign- 
ments, involving the military assistance program, in the aims, missions, and role 
of the United States Government under that program. 


III. Poticy aND PROCEDURES 


A. A Military Assistance Advisory Group (MAAG) training course will be 
established and conducted in the Washington, D. C., area under the direction of 
the Assistant Secretary of Defense (ISA). 

B. The course will be conducted by a qualified public or private institution on 
a contractual basis. 

C. Consistent with the effective conduct of the course on a contractual basis, 
maximum use will be made of existing Government facilities and guest instructors 
from governmental agencies and private and public educational institutions, 
including the Foreign Service Institute of the Department of State. 

D. The curriculum for the course will include, but not necessarily be limited to— 

1. Instruction on United States foreign policy, programs and practices. 

2. Orientation on specific areas and countries to which students will be 
assigned. 

3. Instruction on the background, aims, and mission of the military as- 
sistance program and the functions and responsibilities of the agencies 
charged with the administration of the program. 

4. Indoctrination on the role and relationship of the United States Govern- 
ment with recipient nations under the military assistance program. 

5. Specialized training for duties peculiar to MAAG’s, 

6. Preparation of self-study materials covering all phases of the course. 

7. To the extent feasible, provision for an off-duty language program that 
will assist individual students to learn the language of the country in which 
they will be stationed in connection with the military assistance program. 


IV. RESPONSIBILITIES 


A. The Assistant Secretary of Defense (International Security Affairs) will be 
responsible for— 

1. The direction of the Military Assistance Advisory Group (MAAG) 
training course. 

2. The issuance of criteria and instructions governing the conduct and 
curriculum of the course, including the length or duration and the number 
and type of individuals who will be required to attend. 

3. The approval of the contractor selected to conduct the training course. 

4. The provision of necessary funds from military assistance program 
appropriations required to defray all costs, including travel, per diem, 
provision of space, facilities, supplies, personal and nonpersonal contractual 
services, training materials, security services, transportation services and 
such other administrative services as are required, incident to the [course 
except for pay and allowances of military personnel. 
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B. The contractor selected to conduct this training course will provide a course 
director who will be responsible for the organization, administration and operation 
of the curriculum under the direction of the Assistant Secretary of Defense 
(International Security Affairs). In the discharge of this responsibility, the 
course director, as the contractor’s representative, shall— 

1. Interview and select qualified instructors and staff required for the 
course. 

2. Arrange for the preparation, procurement, and distribution of training 
materials. 

3. Develop and recommend the various aspects, including changes, of the 
curriculum. 

4. Obtain through proper channels and maintain current classified and 
unclassified related reference materials for the course. 

5. Coordinate related aspects of the training course with the MAP train- 
ing and orientation programs of the military departments and the Foreign 
Service Institute of the Department of State. 

C. The Department of the Army will be executive agency for the administrative 
maintenance of the course. 

D. Each of the military departments will be responsible for— 

1. Detailing to attend the course personnel who are being assigned to over- 
seas duty in connection with the military assistance program in accordance 
with criteria issued by the Assistant Secretary of Defense (International 
Security Affairs). 

2. Providing training materials and information and guest lecturers, as 
requested, by the course director. 

3. Assigning personnel to the regular course staff and faculty when mutually 
agreed to by the Assistant Secretary of Defense (International Security 
Affairs) and each military department. 


V. Apvisory CouNCIL 


The MAAG Training Course Advisory Council consists of a representative of 
the Assistant Secretary of Defense (ISA), who is the Chairman, and a member 
from each of the military departments. The Council will meet at the call of the 
Chairman. 

The Council will provide policy advice for maintaining a current and responsive 
program. It is responsible for advising the Assistant Secretary of Defense (ISA) 
on means of promoting the effectiveness of the MAAG training course and recom- 
mending solutions of particular problems submitted to the Council by the Assist- 
ant Secretary of Defense (ISA) or the individual members of the Council. The 
Council will he augmented by specialists from the military departments and the 
Office of the Secretary of Defense as the problems under consideration dictate. 


VI. ADMINISTRATION 


A. The course director is authorized to deal directly with the departments and 
agencies of the Department of Defense, other governmental departments and 
agencies, heads of service, and civilian educational institutions and with such 
individuals as are necessary for the effective administration and conduct of the 
curriculum. 

B. The Assistant Secretary of Defense (International Security Affairs) will 
furnish the Secretary of the Army with the specific criteria and requirements for 
the contractual arrangements with and for the recruitment of a qualified con- 
tractor to administer and conduct the course. 


VII. Errective DatTrE 


This instruction is effective immediately. 
MANSFIELD D. SPRAGUE, 
Assistant Secretary of Defense 
(International Security Affairs). 
Mr. Sprague. Mr. Chairman and members. I am glad to have an 
opportunity to discuss with you the military assistance program 
proposed by the President for fiscal year 1959. Secretary Dulles has 
told this committee of the important part military assistance plays in 
supporting the foreign policy of the United States. Secretary Mc- 
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Elroy has explained the vital role this program plays in the defense of 
the United States. The continuation of the whole mutual security 
program, of which military assistance is a major part is, 1 am con- 
hier >i essential to the security of the United States and the free 
world. 

I propose to report in general on the status of the current year’s 
program and on the direction and scope of the planned program for 
fiscal year 1959. 

Following my brief remarks, Mr. Charles H. Shuff, my deputy who 
manages this program, will explain in greater detail what we have 
done with the funds appropriated by Congress in prior years, how we 
are using the money appropriated for fiscal year 1958, and what we 
plan to do with the $1.8 billioa requested for fiscal year 1959. And 
finally, the regional directors of my office, together with representa- 
tives of the Department of State and the International Cooperation 
Administration will submit information on programs and plans as 
they relate to specific regions and countries. This will constitute our 
affirmative presentation which is documented in the presentation books 
prepared for your use and which are on the table before you. In 
addition, we are, of course, prepared to answer any questions or 
produce any additional evidence which the committee may desire. 

In this connection I want especially to emphasize that during the 
past year, as in fact in each year of the program, a number of com- 
ments on the program’s operation have appeared in reports prepared 
both by congressional committees and the General Accounting Office. 
Whether or not we agree with all of these conclusions reached, these 
comments, particularly where they are critical, deserve, and without 
known exception, have received our considered attention with a view 
to making whatever changes can be effected to correct an established 
defect in the administration of the program. These reports have been 
the subject of a special hearing by this committee last week. I believe 
the principal issues were thoroughly covered, but if there are additional 
points the committee is interested in, we will be glad to discuss them. 

The vital need for continuing military and economic aid to friendly 
countries to strengthen them in their will and ability to resist Com- 
munist aggression has been set forth in the President’s message. We 
must continue to develop and modernize those allied forces which 
together with the military strength of the United States protect the 
free world. The military assistance program and its economic 
counterpart, defense support, which is administered by the Inter- 
national Cooperation Administration, are essential to this objective. 


ACCOMPLISHMENTS OF FISCAL YEAR 1958 


With the funds voted by the Congress for fiscal year 1958 the mili- 
tary assistance program is continuing to foster the development and 
modernization of these forces as well as contribute to their maintenance 
and training. During the current fiscal year over 40 allied nations 
are receiving grant atieaae assistance from the United States. These 
countries are contributing far more of their own resources to their 
defense than we are through the military assistance program. In fact, 
the proportionate share spent by our allies has been increasing. For 
fisca pose 1950-56, recipient countries spent for defense the equiva- 
lent of about $89 billion or just over five times as much as we put into 
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military assistance. Their 1957 effort was at the higher rate of the 
equivalent of almost $7 for every dollar of military assistance. 

This proportionate increase in their own defense effort is also con- 
firmed in the rising amount of sales of equipment under the military 
assistance program. For 1956 such sales totaled $79 million. For 
1957 such sales increased to $312 million. There is reason to hope that 
an increasing proportion of military assistance can be shifted to mili- 
tary equipment sales. 

A full evaluation of the effectiveness of the military assistance pro- 
gram in fiscal year 1958 should take into account developments in 
our own strategic planning and foreign policy. For example, at the 
NATO heads of government meeting agreement was reached on the 
need to deploy intermediate range ballistic missiles to Europe. The 
agreement just concluded with the United Kingdom provides for a 
first increment which will measurably increase the capability for 
immediate retaliation. 

The military assistance program will play a vital role in providing 
part of the cost of any such missile systems furnished to our allies. 
In the case of the United Kingdom, funds have already been earmarked 
for this purpose. However, it should be noted that these funds were 
derived not from fiscal year 1958 appropriations, but from funds re- 
leased from programs originaJly undertaken in 1954 for the moderniza- 
tion of the United Kingdom Air Force. Some additional United States 
funds will be required to complete this program. 

To increase the ability of our NATO allies to undertake moderniza- 
tion of their own forces, the NATO countries, including the United 
States, also agreed at last December’s heads of government meeting 
to promote the development and production of advanced weapons 
in Europe. In line with this effort the United States is taking im- 
mediate steps to stimulate the exchange of military research informa- 
tion, and is making available designs of advanced weapons to be 
selected by NATO countries for joint production abroad. This effort 
should in the long run measurably decrease NATO’s reliance on the 
United States as substantially the sole source of production for the 
more advanced types of weapons. It will also help to bring into our 
own military research effort the knowledge and cooperation of the 
NATO scientific community. 

Incidentally, in mentioning developments in the NATO area, I 
would like to note that we are now negotiating for the establishment 
of a NATO-wide spare parts management system. This will meet a 
need shared by all allied forces in the NATO area 

In the Middle East fiscal year 1958 saw a period of shar ply increased 
tension primarily as a result of Communist activity in Syria. This 
threat was met with various measures, among which was expedited 
delivery of programed military equipment to many of our Middle East 
allies. 

In the Far East, perhaps the most significant event affecting the 
military assistance program was the decision taken last June by the 
United Nations Command to suspend operation of paragraph 13 (d) 
of the armistice agreement which had restricted the United States, 
both in the modernization of its own forces and in the assistance 
rendered to the forces of the Republic of Korea. This step, taken in 
recognition of long standing and flagrant violations of the agreement 
by the Communists in North Korea, has now enabled the United States 
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to proceed with essential modernization of its own forces, and will 
permit the introduction of weapons of increased effectiveness into the 
Korean forces. 

The contribution of the military assistance program to our security 
should not be measured solely in terms of the amount of equipment 
furnished to our allies. 

During the past year 14,000 men from 40 countries were brought 
to the United States for military and technical training courses varying 
in length from 2 to 18 months. This training cost some $24 million, 
a small item in the total cost of the program. Yet the significance for 
the long run cannot be overestimated. 

The impression created in the minds of these men will last long 
after the equipment we give them has worn out. Each foreign 
soldier brought to the United States for training goes back not only 
a better soldier but a friend of the United States. Of this I am 
convinced, having spoken with many of them during the past year. 
From the military standpoint, training in United States service 
schools will, of course, assume even greater importance as men and 
units of allied forces are brought to the United States for indoctrina- 
tion in the more advanced weapons. 

While on the subject of training, I would like to note that we are 
instituting a training course for United States officers assigned to 
duty with the Military Assistance Advisory Groups and Missions. 
The course is planned to give key personnel a well-rounded orienta- 
tion in United States foreign policy as well as in the purpose and 
operation of our mutual security programs and a knowledge and 
understanding of the country to which they will be assigned; and it 
will also include training in the foreign language concerned, so essential 
to the effective performance of responsibilities as well as to better 
mutual understanding. We are confident that this course will in- 
crease the overall effectiveness of our military representation abroad. 


STATUS OF FUNDS 


There has been distributed to you a small booklet entitled ‘Fiscal 
and Budgetary Status of the Military Assistance Program, 1950-58.” 
The summary tables in this book show the total funds available to 
MAP from the beginning of the program in 1950 through June 30, 
1958, and the annual and cumulative obligations and expenditures. 
The actual and projected monthly obligations for fiscal years 1957 
and 1958 are also shown. Through fiscal year 1958, $22.9 billion has 
been made available for the military assistance program. By June 30, 
1958, all of this amount will have been obligated except for approxi- 
mately $25 million which will be obligated prior to December 31, 1958, 
the time when the fiscal year 1958 appropriations will expire. 

The total expenditure for military assistance through June 30, 1958, 
is estimated to be $19.5 billion. This is an annual average of almost 
$2.2 billion, approximately the amount we expect to spend in fiscal 
year 1958 and again in fiscal year 1959. 

The difference between the total obligated and the total expended, 
that is, the pipeline, will be approximately $3.4 billion as of June 30, 
1958. This is a reduction from the figure of $8 billion as of June 30, 
1952, and the amount will be further reduced by June 30, 1959, to less 
than $3 billion. 
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This will bring the pipeline to the minimum level needed to carry 
out a program spending slightly over $2 billion per year, and reflects 
an average lead time of about 18 months for the major items of 
equipment furnished through the military assistance program. 

You will recall that for fiscal year 1958, Congress appropriated 
$1.879 billion for the military assistance program. Even though the 
appropriation act was not passed until September 3, 1957, and a 
major readjustment because of the $500 million cut was necessary, 
we have as of January 31, 1958, obligated or reserved $1.228 billion 
of the $1.879 billion available. This is better progress than we have 
achieved in past years for a comparable period. 

As mentioned above, the amount appropriated for fiscal year 1958 
was approximately $500 million less than requested by the President, 
and we were therefore obliged to rearrange the program to adjust for 
the lesser amount available. I have been asked to explain how this 
hurt the program. 

It is difficult to do this in exact terms because basically reductions 
here, as in any military effort, only increase the risk of being inade- 
quately prepared, and the full effect is not felt unless a conflict begins, 
by which time it would be too late to make up for time lost. 

However, Mr. Shuff will show you a comparison between the 
program planned last spring and the program which we are now 
putting into effect. This will show that some very important projects 
have not been undertaken as planned. Nevertheless, this is not the 
entire story. 

First is the effect on our allies. If they interpret congressional 
reductions as an indication that the United States considers the 
threat to be less imminent, similar action may be taken to reduce 
their own defense budgets. 

Second is the effect in future years. It must be realized that many 
of the program actions by the United States and recipient countries 
can be taken only in sequence, and that loss of time cannot be made 
up. The reduction of appropriations in fiscal year 1958 will have 
little, if any, effect on deliveries in fiscal year 1958; but the things we 
do not order in 1958 will not be delivered as planned in 1959 and 1960. 
And if they are still needed, as indeed most are, we may well have to 
pay more for them and get them a year or more later than planned. 
This process could put us again in the position of “too little and too 
late’ with disastrous consequences, particularly where, as now, the 
military planners consider that we and our allies will have to fight the 
next war with what we have on hand when it starts. We cannot rely, 
as in the past, on a vast buildup which would be effective a year or 
more after war starts. 


FISCAL YEAR 1959 PROGRAM 


For fiscal year 1959, the President has asked for $1.8 billion of new 
obligational authority. This amount, and the program it represents, 
reflect our best judgment as to the funds needed in fiscal year 1959 to 
carry out our military and foreign policy objectives; and it will permit 
us to continue military aid to our allies at substantially the level of 
recent years. It provides for the maintenance and modernization of 
allied forces at a rate consistent with our own resources and the ability 
of our allies to use and maintain the equipment. It does not provide 
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for all of the material and equipment that our MAAG’s in the field 
and the countries themselves recommend as necessary to satisfy all 
the possible requirements presently outstanding for equipment of the 
MAP-supported forces. 

If we asked for funds in fiscal year 1959 to fill all of these requests, 
the amount would be 2 or 3 times the $1.8 billion we are requesting. 
This, of course, has been true of the program each year. 

These recommendations from the field have been carefully screened 
by the unified commands and by my office to reduce the gross requests 
to a feasible annual increment consistent with countries’ capabilities 
to absorb and utilize and our capabilities to procure and supply. 
Thus, the program for fiscal year 1959 has been prepared with the full 
realization that, in considering the development of free world military 
capability, we must bear in mind that we face a struggle extending 
over many years. Consequently, both the United States and its 
allies must shape their military programs so as not to jeopardize long- 
term economic and political stability. 

This program will continue to maintain, modernize, and further 
strengthen the allied forces needed to maintain internal security and 
to combat local aggression. It also provides for an increase in atomic 
delivery weapons. These actions will greatly improve our allied 
atomic potential for retaliation against attack and, together with our 
own capability, will provide greater combined military power and 
further augment our collective security against the Communist threat. 


CONCLUSION 


I hope that these remarks have helped to point up the importance 
of the military assistance program. Without question it gives us 
more security at less cost than if we were to attempt to attain the 
same capability through our own resources alone. And without ques- 
tion this program must continue, for any slackening would set the 
example of the most powerful nation in the free world cutting down 
on security without regard to the realities of the threat, and would 
inevitably result in a dangerous lessening in the capability and will 
of our allies to resist 

I accordingly recommend your favorable action on the mutual 
security program recommended by the President. 

Thank you. 

Acting Chairman Morean. Thank you, Mr. Secretary. 

You may continue, Mr. Shuff. 


STATEMENT OF CHARLES H. SHUFF, DEPUTY ASSISTANT SECRE- 
TARY FOR MILITARY ASSISTANCE PROGRAMS, OFFICE OF THE 
ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


Mr. Suurr. Mr. Chairman, before going into my prepared state- 
ment, I would like to answer the question that you raised earlier con- 
cerning the difference between the two figures. Last year, I think it 
was $105 and this year $240. 

This relates to Turkey, the cost of a soldier for pay, housing, sub- 
sistence, and clothing. 
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Mr. LeCompte. For how long? 

Mr. SHurr. For 1 year. Last year it was $105 and this year $240. 
The average this year is computed on the governmental rate of 
exchange of 5.75 lira to the United States dollar. On a comparable 
basis the figure for last year would have been $228. The rate used 
in the figure quoted last year was 12.5 lira to the United States dollar, 
which was a widely used, free rate. 

This year it is believed that the 5.75 rate gives a more accurate 
picture, although with Turkey’s multiple rate structure, no com- 
pletely satisfactory computation can be made. 

Mr. Aparr. Mr. Chairman, on that point could I ask now if the 
other figures are upon the actual open-market rate or are they upon 
some other basis? That is, figures for the cost of maintenance of 
soldiers in other countries. 

Mr. Suurr. To get them on the same basis this year the figures 
have been computed on the official rate. 

Mr. Apair. All of them are on the official rate? 

Mr. Suurr. Yes, sir. 

Mr. Aparr. Whereas heretofore they have been upon the open- 
market rate? 

Mr. Suurr. The free rate; yes, sir. In some situations, of course, 
there is not a substantial difference, but where there has been a 
substantial difference in the past, they were based on the free rate. 
Now the majority of them will be based on the official rate except 
in a few cases where there is a more favorable rate widely used locally 
in governmental or commercial transactions. 

Mr. Jupp. Which means it is more expensive in dollars. The 
figures are bigger in dollars. 

Mr. Suurr. That is right. They are bigger in dollars. 

Acting Chairman Morean. Go right ahead with your statement. 

Mr. Suurr. Mr. Chairman and members of the committee, it is 
my privilege to appear before you to present to you the requirements 
for the military portion of the mutual security program for fiscal 
year 1959. 

You have heard the testimonies of Secretaries Dulles, McElroy, 
Dillon, and Sprague, and General Twining covering the importance 
of the mutual security program to the security of the United States 
and the essential part it plays in implementing our foreign policy. 

I am Mr. Sprague’s deputy, with the responsibility for managing 
the military assistance program. My report to you today will deal 
with the management of this program. We are prepared to set forth 
for you, and in as complete detail as you desire, an accounting of our 
stewardship. I will then cover the proposed program for fiscal year 
1959, and explain why we need $1.8 billion to continue this essential 
aid to our security and defense. 

I will be followed by our regional directors, who will discuss in de- 
tail the objectives, the accomplishments, and the future plans for 
military assistance in individual countries and regions. 


This is a large and complex business and, obviously, no single indi- 
vidual knows all the answers. However, I can assure you that we 
will get the answers for any questions the committee may ask. Spe- 
cialists, intimately familiar with the many component parts of this 
ee are available to go into as much detail as the committee 

esires. 
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As Mr. Sprague told you last week in connection with the hearings 
on the General Accounting Office reports, it would be strange, indeed, 
if in a program of this magnitude and complexity, there was not room 
for improvement. When brought to light, steps are always taken to 
correct deficiencies. However, “jt must be remembered that our allies 
also play a part in the management of this program. Our objectives 
would not be well served, our collective-security agreements would be 
weakened rather than strengthened if we insisted, in every instance, 
on forcing United States methods and United States standards on our 
allies. 

The executive branch has prepared for your use a set of presentation 
books, similar in form to those used last year, but I believe with some 
improvements. In these books we have tried to reach a reasonable 
balance between too much and too little detail. I would hope that 
most of the questions that occur to the committee can be answered 
by reference to these books. To make these books of maximum use- 
fulness to you, it may be worth while if I outline the scope and 
arrangement specifically as they relate to military assistance. 

The first is a volume containing worldwide summary data. I 
believe it would be worth your while to read the statement beginning 
on page 16, inasmuch as it presents, in comprehensive form, the more 
important aspects of the military assistance program, including over- 
all magnitudes, the rationale of ‘the program, and certain definitions. 
The tabular material is a summarization of the various elements of 
the military assistance program. ‘They show the program for fiscal 
years 1957 and 1958 alongside the proposed fiscal year 1959 program. 
Data on performance are “also presented. 

For each region there is a separate volume. In the front of each 
regional book there are summary tables for the region. These are 
followed by a section for each country in the region. 

There is a separate volume on nonregional programs in which ap- 
pears narrative and statistical materials j in explanation and justifica- 
tion of the nonregional programs in the military assistance program. 
These programs include the special material programs which are best 
treated on a worldwide basis. However, inasmuch as nearly $600 
million of our fiscal year 1959 request is for these programs, we have 
prepared a tentative country distribution. These distributions ap- 
pear in the box in the upper right-hand corner of the narrative page 
for military assistance for each country. Cost-sharing programs, such 
as infrastructure, mutual weapons development, administration, sales 
and loans, are in the following section. 

Much of the material in these books is classified. This has been 
indicated by gray shading. Classification is a problem that gives us 
a great deal of concern every year. The reason for some of the classi- 
fication may not be readily apparent. It is not that we want to con- 
ceal anything from the Congress or the American people. We only 
want to keep from our potential enemies information that they could 
turn to their advantage. 

These books that are before you contain the greatest compilation 
of data about the military strengths and weaknesses of the free world 
that I know of. In addition to the purely military considerations, there 
are other sound reasons why some of these data should not be made 
public at this time. 
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We are going to continue our negotiations with many of these 
countries. We will try to persuade them to do certain things consistent 
with United States foreign policy objectives. It just would not make 
good sense to reveal in advance the assistance planned for specific 
countries. To reveal to the world, programs such as these, could only 
raise hopes that might not be realized, excite jealousies and invite 
lobbying and pressures. It is good business to be sure that we will 
be able to carry out our plans before discussing them in public. 

With this introduction, I would like to turn to the more substantive 
part of this presentation. 


FISCAL YEAR 1958 PROGRAM 


First, I would like to show you the difference between the program 
we presented to you last spring totaling $2.4 billion, and the program 
that resulted from the appropriation of $1.879 billion, composed of 
$1.340 billion of new obligational authority and $539 million of reap- 
propriated funds. 

This reduction will not affect current-year deliveries which we esti- 
mate will continue at the rate of about $2.2 billion. Its impact will 
be felt in fiscal years 1959 and 1960 when items with long procurement 
lead time willfnot be available for delivery because we were not able to 
order them in 1958. 

We have reprogramed the reduced appropriation in such a way as 
to make the greatest contribution to our effort—or, to say it another 
way—to see that our program suffers the least possible harm. 

Mr. Suurr. This chart shows the program as originally planned 
and that which is presently being executed. In our planned program, 
we included [security deletion] a number of F—-100’s to modernize the 
allied air forces. As you will note from the chart, this was eliminated 
from the current program. 

We were able to use the $147 million from the F—100’s to increase 
our order for missiles. Although our initial plan for missiles was $144 
million, you will note from this chart that it was increased to $312 
million. ‘These modern weapons will be provided to NATO countries 
to equip our allies with surface-to-air, air-to-air, and surface-to-surface 
guided missiles and free-flight rockets. 

A very high priority is assigned to the provision of such missiles to 
meet the sharpened Soviet threat. The fiscal year 1958 program 
includes $222 million for [security deletion] Nike missiles, and $56 
million for [security deletion] Honest John missiles. The program 
includes $34 million for Sidewinders, Corporals, Sergeants, and SS—10’s. 

In some of our country programs in the Near East, where tensions 
are critical because of Soviet penetration and continued exploitation, 
we found that it was not advisable to make substantial cuts. [Security 
deletion.] 

Programs for such countries as France, Italy, Taiwan, and Korea, 
however, were reduced substantially. In France, we eliminated 15 
P2V-7 aircraft. In France and Italy, we deleted equipment for the 
modernization of aircraft communications and electronics systems, 
and large quantities of ammunition for war reserve requirements. 
In Taiwan, we had to eliminate 30 F-86D aircraft. In Korea, we 
had to eliminate two coastal minesweepers. The programs for other 
countries which I have not specifically mentioned have been reduced 
a net amount of $218 million. 
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In noncountry programs are included a large share of fixed costs 
which can only be slightly reduéed. These include such things as 
packing, crating, handling, and transportation costs related to the 
delivery of end items of equipment; infrastructure costs relatéd to the 
United States share of fixed military facilities needed to support 
combat operations by the integrated NATO forces, such as airfields, 
naval bases, and so forth. Administration costs which pay for the 
United States and indigenous personnel operating the military assist- 
ance program, and United States contributions to international mili- 
tary headquarters which are jointly financed by member governments 
under accepted cost-sharing formulas, in accordance with government- 
to-government agreements, are other elements which could be only 
slightly reduced. 

The planned program included $175 million to facilitate sales of 
military end items and spare parts by accepting local currency and 
extending credit assistance which cannot be provided for military- 
service funds. I will discuss the military sales program later, but 
would like to indicate that $97 million have been earmarked in the 
fiscal year 1958 program to provide assistance to our allies in procuring 
materiel from the United States to meet mutual-security objectives, 
and that is shown on the chart here. Seventy-eight million dollars 
were not used for this purpose in fiscal year 1958—and we are asking 
for about that amount in fiscal year 1959. You will note that we 
show on the chart a $30 million transfer to ICA. The agencies ad- 
ministering the mutual-security program determined that this amount 
should be transferred to ICA for high-priority programs. 


ALLOCATION AND RESERVATION OF FUNDS 


The military departments cannot begin supply action until the 
money appropriated by the Congress is made available to them. This 
involves obtaining approval of the revised program by the coordinator 
(last year, the Director of International Cooperation Administration ; 
this year, the Deputy Under Secretary of State for Economic Affairs) 
and the apportionment of funds by the Bureau of the Budget. Con- 
sistent with our recognition of the importance of carefully adminis- 
tering a program as large and complex as this one is, it is our aim to 
reduce, as much as possible, the time required for this administrative 
procedure. 

Mr. Suurr. This chart shows the progress we have made in this 
respect in the past 3 years and our estimate for fiscal year 1959. 

In fiscal year 1956, as shown by the red line, the military depart- 
ments did not receive the larger portion of the money with which to 
operate until the last quarter of the year. This, of course, results in 
a peaking of activity at the end of the fiscal year, as well as contribut- 
ing to a larger carryover. 

In fiscal year 1957, the green line shows that 60 percent of the 
available funds had been allocated or reserved by January 1957, an 
improvement of 4 months over the previous year. 

In fiscal year 1958, Congress did not pass the appropriation act 
until September 3. Despite this later start, we have been able, as 
shown by the yellow line, to obligate or reserve, by January 1958, 80 
percent of the funds available for this fiscal year as compared to 60 
percent at the same time last year, or 30 percent in cal tae 1956. 
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Our plans for fiscal year 1959 are shown by the black dotted line, 
and we anticipate even greater improvement. This estimate is based 
on the assumption that the earlier consideration of the program by 
Congress this year will result in an appropriation at the beginning of 
the new fiscal year. 

EXPENDITURES 


Unexpended balance: The funds appropriated for military assist- 
ance are paid out when the materiel is delivered or the service is 
rendered. With long-lead-time items, this means that it may be 2 
or 3 years from the date of appropriation to the date of expenditure. 
But the law requires that the funds must be on hand before we can 
order the weapons and supplies for our friends and allies. This means 
that a substantial amount is at all times tied up in the form of working 
capital—funds reserved to pay for goods and services on order. _Con- 
trol of this unexpended balance is one of the most important parts of 
the management of this program. 

Mr. Suurr. This chart shows the amount of these funds expended 
each year and the carryover at the end of the year. You will notice 
that the amount of the unexpended balance has been reduced from a 
high point of $8.5 billion in fiscal year 1952 to an estimated $3.4 
billion at the end of this year. Next year, we expect it will go down 
even further—to $3 billion or slightly less. 

The reduction is brought about by spending more than the amount 
of the new appropriation. This process cannot go on indefinitely or 
the program would be bankrupt. It is our considered judgment that 
about $3 billion of carryover will be required if deliveries are to con- 
tinue at the present level. 

In this connection, it is interesting to note from the chart that our 
expenditure rate has leveled off at slightly over $2.2 billion per year. 
Barring unforeseen changes in the world situation, we expect that our 
security will continue to require expenditures at about this rate. 

Control of the amount of the unexpended balance is effected pri- 
marily by limiting funding to required lead time. 

We have also scheduled the program to assure effective utilization 
of materiel upon delivery. Requirements data submitted by the 
MAAG’s are carefully reviewed with this in mind. As I mentioned in 
connection with the previous chart, the amount of carryover is also 
dependent upon the date on which funds are made available to the 
operating agencies. Any reduction in administrative lead time 
reduces the amount of carryover required. 
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MAYVERIEL CARRYOVER 


The previous chart showed that we estimate a carryover of $3 billion 
into fiscal year 1960. 

This chart shows what this is made up of, and the fiscal year in 
which the funds were made available. All of this materiel is required 
to fill valid requirements. It cannot be diverted to other uses. 

The cross-hatched part of the bars represents items delivered and 
funds expended. 

At the end of fiscal year 1959, we will have $666 million tied up in 
orders for missiles. This will consist of all of the $233 million we are 
asking for this year plus all of the $412 million obligated for this 
purpose in fiscal year 1958 (which includes [security deletion] funds 
for IRBM’s from prior year funds) plus $21 million of the $55 million 
order for missiles placed in fiscal year 1957. 

The situation with respect to aircraft, as you can see from the chart, 
is similar, although a larger proportion of the fiscal year 1957 money 
will have been spent. 

The first two categories on this chart—missiles and aircraft— 
account for 37 percent of the entire carryover. This is to be expected, 
because these are long lead-time items. 

In the case of the category called Other Non-Materiel, which 
includes training and packing, crating, handling, and transportation, 
all of the fiscal years 1957 and 1958 funds will have been spent, together 
with the major part of the fiscal year 1959 funds, the reason being 
that they are the shortest lead-time items. 

Mr. Jupp. May I ask a question there? 

For instance, on that top bar, at the end, the 21 and the 34 millions 
put together make the 55 from the 1957 program, 34 expended, and 
the others in the pipeline? 

Mr. Suurr. That is right. In the interest of saving time, I have 
two and a half pages on this and I will just extemporize, perhaps, 
if I may. 

Acting Chairman Morgan. Go right ahead. 

Mr. Suurr. This is a case history of what we have been trying to 
prove with these other two charts that have preceded immediately. 
We have here Nikes for country X. 

Mr. Suurr. This program was conceived and appropriation started 
for it in fiscal year 1956. We have listed here, which will be available 
for you, the various steps that have been gone through in training and 
equipping country X with Nike battalions. 

This indicates in this particular instance it has taken 6 years since 
the inception of this idea and the worthwhileness of this program to 
get operating battalions of Nikes to country X. ‘This is the real 
heart of the carryover problem as it applies to an operational unit, 
or in this case, three operational battalions of Nike. 

Mr. Jupp. The green is what has been accomplished? 

Mr. Suurr. The green is what has been accomplished by country 
X. The whites are what have been accomplished by the United 
States. 

May I go off the record for just a second? 

Acting Chairman Morgan. Yes. 

(Discussion off the record.) 
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Mrs. Ke.uiy. Mr. Chairman, are we to question on the chart or 
wait until later on? 

Acting Chairman Morean. If you. have a specific question on 
that chart, I think we should consider it now rather than go back to 
it. Why is it 6 years? When did you decide that Nike was the 
thing to use? 

Mr. Suurr. It was 6 years because we were in that stage of Nike 
development and may I just point out a couple of the major decisions 
and involvements in this in the early stages of Nike. 

Mrs. Ketiy. At this time, the Nike is ready to come off the 
production line? 

Mr. Suurr. Yes. 

Mrs. Keuuy. Is your lead time cut down as a result of that? 

Mr. Suurr. Nikes are being produced considerably faster and it 
is a more accepted and familiar thing to us now. I was just showing 
that the early Nikes took 6 years. 

Mrs. Ketiy. Now that you have it, how long is your lead time? 

Mr. Suurr. We do not have it in place yet. There are 18 months 
training time for these people. There is the problem of land acquisition 
in the country where this is going. There are the various funding 
problems. 

Mrs. Ketty. When you get those first problems ironed out how 
long is lead time? It must be cut down some fraction. 

Mr. Suurr. To order a missile, forgetting about the development 
of Nikes for the moment, at this point, it does not now take 6 years. 

Mrs. Ketuy. That is what I wanted to know. 

Mr. Suurr. Is that the answer to your question? 

Mrs. Ketty. How much time is the lead time now? 

Mr. Suurr. You cannot generalize about that because missiles are 
in a wide field. Some missiles are quite simple. Others are very 
complex. 

Mr. Seven. Could I ask a question there, Mr. Chairman? Will 
the Nike be obsolete by 1960? 

Mr. Fuuron. I believe they already are in most areas. 

Mr. Suurr. No, sir, the Nike will not be obsolete in 1960. 

Mr. Sevpen. Are our Nikes being replaced at this time? 

Mr. Fuutron. That is right for America and in England we are 
planning on putting new-guided-missile bases instead of Nikes. 

Mr. Spraacus. May I respond here? 

Mr. Suurr. There is more than one type of Nike. Let’s remember 
that. There is the Nike-Ajax—may I go off the record? 

Mr. Sevtpen. What kind is this? 

Mr. Suurr. This is the combination of the two. 

Mr. Futron. And there is the type that landed on the road near 
Baltimore too. We in Pittsburgh do not want them continued as 
they are really little or no defense and give a false sense of security. 

Mr. Spracur. Mr. Chairman, the original Nikes are becoming ob- 
solete or perhaps are obsolete as far as this country is concerned against 
the type of attack that we expect from the Soviets which will be with 
their most modern jet-type bombers at the moment. Now, the 
original Nike still has a capability in the NATO area to shoot down 
the type of airplanes which the Russians might be sending into those 
areas. Not their heavy bombers, but their tactical planes, and they, 
therefore, do have a very definite use in that area. 
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Mr. Futon. I agree with the two members across the table as to 
the lack of security value of Nike installations under present condi- 
tions, compared to the expense of installation and maintenance. 

Mr. Hays of Onto. May I ask a question, Mr. Chairman? 

Acting Chairman Morgan. Mr. Hays. 

Mr. Hays of Ohio. It seems to me it ought to be fairly simple to 
give an answer to what I think Mrs. Kelly was trying to get at. 

What is the lead time on the Nikes you are sending to country X 
now? Never mind the broad generalization about missiles. What 
is the lead time on what you are shipping now? 

Mr. Suurr. The lead time on the Nike missiles that we are pro- 
posing is 15 to 18 months. 

Mr. Hays of Ohio. That is what I wanted to know. 

Mr. Suurr. But this is not the lead time on all of the missiles to 
these three Nike battalions because the development of this had to 
start in 1956. I was just indicating what constitutes an exact 
example of why we have to have carryover, and we have this as 
carryover. We have made many improvements in our missiles, our 

roducibility of missiles at this point. However, we do not now 
ave this same 5-year period. 

Mr. Hays of Ohio. Now, I have one other question. The green 
indicates missiles that are already there, is that right? 

Mr. Suurr. No; the green indicates the action that the country 
has to take. 

Mr. Hays of Ohio. But you do have Nikes in country X at the 
moment, right now, this minute? 

Mr. Suurr. No, sir. We will not have an operational unit in 
country X until July of 1960. 

Mr. Hays of Ohio. That is a long ways off. 

Presumably there is a Nike operational unit somewhere on the 
earth at this moment, is that right? At least they have bases out in 
my State. 

Mr. Fuuron. In Pittsburgh we have them, too, but they certainly 
are inaccurate and of such limited range that they are a waste. 

Mr. Hays of Ohio. What will it knock down, if anything? 

Mr. Suurr. It will knock down lots of things and as we are 
planning for it here and as Mr. Sprague has previously included 

Mr. Hays of Ohio. Never mind what you are planning for. I 
know what you were planning with the Vanguard and it did not 
work out. What will it do now? 

Mr. Suurr. It will knock airplanes out of the sky. 

Mr. Hays of Ohio. Piper Cubs, transport planes, bombers, jet 
planes or what? 

Mr. Suurr. I do not feel that I am a qualified witness to explain, 
Mr. Hays, exactly what it will do and exactly what it will not do. I 
would be glad to get you the capabilities. 

(A classified memorandum was subsequently submitted by the De- 
partment of Defense in response to Mr. Hays’ inquiry.) 





Mr. Hays of Ohio. I wish you would because the papers out in 
Ohio keep saying it will not knock down a Piper Cub and why are 
we wasting money on it. When people ask me this, | do not know 
whether it will or not. Ihave asked this question of a dozen witnesses 
in here and nobody has given me an answer. 

Mr. Suurr. I can assure you it will knock down a Piper Cub. I 
can assure you it will knock down a transport plane. I will assure 
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you that it will knock down an airplane that is subsonic. I have 
been to the school at Fort Bliss. I have personally not seen a Nike 
fired, but I know that they have fired lots of Nikes down there and 
they have fired them for very many groups who have come from the 
United States, where Nike installations are, and everybody has been 
very impressed with the number of hits that they have gotten. 

I cannot give you the percentage of hits they have gotten out of the 
number of shots that they have had, but I can assure you that things 
are shot down with Nikes. 

Acting Chairman Morean. Mr. Merrow. 

Mr. Merrow. I have one short question that has reference to a 
chart I or II back. On this matter or unexpended balances which we 
have heard so much about, in arguing against this program, could 
you provide us with the figures of the unexpended balances in the 
Department of Defense so we can have a comparison? 

If the argument is good against this program, it is good against the 
other, and vice versa. 

Mr. Spracue. We can supply that information. 

Mr. Merrow. I would like to know how many billions it is. It 
must be several, is it not? 

Mr. SpraGue. It is a great deal of money. 

Mr. Suurr. A great deal more money than is represented here. 

Mr. Jupp. I believe it is about $40 billion in the pipeline. 

(The information requested follows:) 


Department of Defense unexpended balances by fiscal year 


{In millions of dollars} 














! 
Fiscal year Military Military | Fiscal year Military Military 
assistance | functions assistance functions 
cis ae er ee | ‘cary, xe . ‘ ——| 
| 
1950... - 1, 262. 4 | 0 900 Se 10 a heakcews | 6, 210. 4 45, 361.5 
Be pained 5, 551.6 | 38, 145.1 || 1956......- 4, 600. 6 38, 490. 3 
1952. .....- ‘ 8, 433.3 | 59, 522.1 || 1957___- : 4, 252. 1 34, 660. 3 
7 ey 8, 462.1 | 62, 151.8 || 1958 estimate. __- 3, 362. 1 32, 187.9 
1954. ... 7, 733.0 | 55, 087.5 || 1959 estimate. -_..--.-- | 2, 962. 1 31, 553.3 


Acting Chairman Moraean. Mr. Selden 

Mr. Setpen. Let’s assume the Nikes are needed in the NATO 
countries. Are they being replaced here with more modern missiles 
in this country? And, if so, why is it not possible to ship those 
missiles to the NATO countries? 

Mr. Suurr. I think we are doing both, Mr. Selden. Our effort in 
missiles in the NATO area is not exclusively a Nike effort. 

Mr. SeLpEN. Why isn’t it possible to ship Nike missiles from this 
country that are being replaced without additional expenditure for 
those weapons? 

Mr. Spraaue. We are doing that, Mr. Chairman. 

Mr. Sexpen. Is that being deducted from the budget request that 
is being presented to us or are funds included for Nike weapons? 

Mr. Spraacvue. We have to pay for them out of this program. 

Mr. Setpen. Do you buy them from our military? 

Mr. Spracub. Yes. 

Mr. Fuitron. Would the gentleman yield? 

Acting Chairman Morean. Mr. Fulton. 
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Mr. Futron. The problem comes up on plans for several years 
ahead of sending to our allies in Europe secondary weapons that are 
obsolete at the present time and are being replaced in the United 
States. My first comment would be that obviously we are now 
arranging for more advanced missile sites in Britain. To me, Italy 
is just as important as Britain both strategically and as to the defense 
of the people. 

Secondly, the people who live near these Nike sites in the United 
States, want to get rid of them. We in Pittsburgh think they are a 
danger as they are not controllable accurately. We wish the Nikes 
would all be moved away, even though they are supposed to be pro- 
tecting us. We in Pittsburgh are more practical. 

I would like a comment on the obsolescence of the Nike plan of 
defense in reference to the production and the lead time on other 
types of missiles. I feel that because of the short time of obsolescence 
of the Nikes—by the time the United States could get these installed, 
and units trained, they will be obsolete. 

My other point is this: There had been a program shown on the 
chart covering minesweepers for our allies abroad. In reading the 
new book “The Sea War in Korea,” I had read of the difficulties of 
the United States Navy minesweepers in trying to sweep modern 
mines when they had any great density. The inescapable conclusion 
from the statements of this fine treatise was that it was practically 
impossible. 

I also cannot quote directly, but one of the former heads of the 
minesweeping program of the Navy has recommended that the mine- 
sweeper program be abolished for the United States Navy. Has that 
opinion been considered in recommending such programs for the 
navies of our allies? Why not recommend nuclear or sonar-type 
weapons or homing-type devices be used to remove mine fields under 
this program? 

Why, if we are considering moving iato that course of action in the 
United States Navy, are we still talking about putting minesweepers 
out to these little countries and training them on the old-type weapons? 

I would like that answered later, not just here. 

Mr. Spracue. I would like to make this comment though, Mr. 
Fulton, and that is this: We civilians working with the military 
assistance program are not dreaming these programs up. These are 
programs which have been recommended to us by the Joint Chiefs of 
Staff, by the Unified Command in the Pacific, Admiral Stump, by 
General Norstad in NATO—they represent military judgments of 
what these countries require. It is not our position to dispute their 
judgment. 

Mr. Fuuron. But you can see that we in this program do not want 
this as a leftover or a second-rate program. If we are going to 
purchase new weapons for this program, let us have the program with 
the first-grade weapons. 

Are the United States military services sending the older or obsoles- 
cent weapons to the United States military foreign-aid program? If 
that is the case, then we may be putting secondary weapons in vital 
fields on an obsolescent basis, where newer weapons are coming into 
production. The lead time of plans for the years 1959 and 1960 
could be very well turned to the newer weapons as a policy matter by 
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this committee. Weon this committee should be more than interested 
in what that policy decision has been. 

Mrs. Keuiy. Mr. Chairman, I do not think we are getting far 
afield. I may consider this obsolete if this is the United States first 
line of defense. Is that far afield? 

Acting Chairman Morean. If you want the proper experts to 
answer these questions, you request the Chair and we will have him 
up here for you. Let us get on with the testimony. 

Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, I am taking time to suggest that it 
would be well to delete this entire Nike argument. It would not set 
well with my constituents to be told that it took 6 years to build a 
Nike base in country X when they worked so fast in the Second District 
of Illinois that many of my constituents met in a great mass meeting 
of protest. If the only argument that can be made for money in 
advance is that we must have it in order to put a Nike in country X 
in 6 years time, we are not going to find many listening ears in my 
district. 

Mr. Fuuron. That is the way with us in Pittsburgh, too. 

Acting Chairman Morean. The Chair will assure the committee 
that we will have somebody up here from the Missiles Section or from 
the Air Force or wherever is appropriate to answer your questions. 

Mr. Suurr. I might add, Mr. Chairman, the Nikes that we are 
getting are exactly in the same comparison, a mixture of the newest 
Nike and the older Nike that our own forces are getting so it is not 
nearly as obsolete as has been indicated here. One other thing that 
must be remembered is that our other newer missiles have some pro- 
duction priority on them as well. We would not give our NATO 
allies our very newest weapons before we got them ourselves. At this 
juncture the production capability of these newer weapons is only so 
much and while we are programing some of them we are going to get 
them into the ability of the production facility to give them to the 
United States and to this program. 

Acting Chairman Morean. Go right ahead. 

Mr. Suurr. To carry on the military assistance program will re- 
quire 1.8 billion dollars of new obligational authority in fiscal year 1959. 

Mr. Suurr. Slightly over half—$955 million—of this amount will 
be used to complete the initial equipment of existing units and provide 
for new units. This sum will also enable us to replace some of the 
older equipment with more modern equipment, thus improving the 
military effectiveness of our allies. 

About 18 percent—$332 million—of the total amount requested will 
be used to maintain essential existing forces. This includes the repair 
and rehabilitation of equipment, the provision of spare parts where 
countries are not able to assume this responsibility, the replacement 
of attrition losses, and the provision of training ammunition. 

The balance of the $1.8 billion will be used to finance the United 
States share of certain cost-sharing programs ($127 million), for credit 
sales ($80 million), and for training allied soldiers, sailors and airmen 
($86 million), for preparing the materiel for shipment and for trans- 
porting it to our allies ($120 million), and for other authorized purposes 
($100 million). 
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FORCE IMPROVEMENT 


Mr. Suurr. This chart shows the requirements for force improve- 
ment in detail. 

Missiles: Approximately 24 percent is required for missiles. General 
Norstad has reviewed the NATO force plans and coordinated missile 
requirements have been developed. In an age when aircraft and 
missiles that travel much faster than the speed of sound make relatively 
adjacent neighbors of hostile countries formerly great distances apart, 
it is imperative that the shield forces in Europe be armed with new 
weapons systems. The fiscal year 1959 program now before you does 
not contain any funds for intermediate range ballistic missiles. 

[Security deletion. ] 

Mr. Suurr. The fiscal year 1959 program will provide [security 
deletion] for a quantity of battalions of Corporal or Sergeant missiles. 
These are short range tactical surface-to-surface guided missiles. It 
will also provide [security deletion] for certain battalions of La Crosse, 
which is a highly accurate, mobile, general support field artillery 
guided missile. It provides for {security deletion] battalions of the 
Hawk, a newer antiaircraft missile primarily for defense against 
low-flying planes. It also provides [security deletion] Terrier systems, 
a surface-to-air missile to be installed on [security deletion] naval 
cruisers. 

The [security deletion] countries receiving the Terrier systems will 
supply the cruisers and $4 million for each ship conversion. [Security 
deletion.] Funds are needed for Sidewinders, an air-to-air guided 
missile designed to destroy high performance enemy fighters and bomb- 
ers from sea level to altitudes of over 50,000 feet [security deletion]. 
Funds are also included for SS-10’s, a French antitank missile de- 
veloped with United States help under the mutual weapons develop- 
ment program, which will be allocated on the basis of military priori- 
ties and country capabilities to utilize them most effectively. 

Aircraft modernization: $238 million is requested for moderniza- 
tion of the aircraft of MAP-supported tactical air forces. Supersonic 
aircraft with atomic capabilities are essential to replace older types 
which cannot effectively meet the challenge of high-performance 
Soviet aircraft now operational. 

Modernization of Allied air forces through MAP was begun in fiscal 
year 1957 when several squadrons of F—100 were programed. Some 
of the squadrons of F—100’s, which were dropped out of the fiscal year 
1958 program are again programed in fiscal year 1959 to continue 
modernization. 

If, by the time the fiscal year 1959 funds become available, sufficient 
advances have been made in a NATO lightweight ground-support 
fighter or other similar fighter aircraft with advantages of easy mainte- 
nance, cheaper operation, and flexibility of deployment, we may pro- 
gram these. Aircraft, like missiles, will be allocated to countries with 
highest priorities upon the military advice of General Norstad, and the 
recommendation of the Joint Chiefs of Staff. These aircraft will be 
delivered beginning in fiscal year 1961. 
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Vehicles: Eleven percent of this amount is for the vehicle program, 
of which the Far East rebuild and procurement constitutes the largest 
portion. Mobility is essential for modern forces and World War IT 
vehicles are getting beyond the point of economical repair. 

Construction: The $91 million of the construction funds requested 
are for [security deletion] troop housing projects, storage depots and 
air maintenance facilities. 

Electronics: Approximately 50 percent of the $80 million requested 
for electronics is to improve the Air Force ground control approaches, 
airborne radio equipment and aircraft control and warning systems. 
[Security deletion.] 

Ship modernization: We are requesting $55 million to continue to 
modernize the fleets of our allies. This includes [security deletion] PT 
boats being procured under OSP and [security deletion] coastal mine- 
layers; [security deletion] small Army landing craft, activation of one 
submarine, and for other small craft. 

Miscellaneous: $51 million are included for essential ammunition 
reserves and $21 million for tanks. The residual amount of the $85 
million includes artillery weapons, training aids, medical equipment, 
and the like. 

FORCE MAINTENANCE 


Mr. Suurr. This chart shows the $332 million necessary for the 
maintenance of the forces of our allies, $155 million is for the replace- 
ment of equipment which is no longer economically repairable. 

Fifty-six million dollars is requested to provide followon spare 
parts for previously supplied equipment. It is our policy that coun- 
tries will assume responsibility for their own spare parts whenever it 
is possible for them to do so without seriously impairing the effective- 
ness of their military effort, and cutoff agreements have been reached 
with many countries. To make this policy effective, a NATO-wide 
spare parts management system is now being established in Europe. 
We are confident that the requirement for United States funds to 
supply spare parts in Europe will be much reduced when this system 
is in full operation. 

We are including an allowance of $51 million for training ammuni- 
tion under the head of ‘Force Maintenance.” It is not possible to 
maintain the combat effectiveness of any military force without 
regular range and firing exercise. 

POL in the amount of $29 million will provide jet fuel, gasoline, 
diesel fuel, and lubricating oils. [Security deletion.] Ninety percent 
of the $16 million for subsistence is requested for [security deletion]. 
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COST-SHARING PROGRAMS 


In the broadest sense, the entire military assistance program is a 
cost-sharing undertaking. We share with our allies the cost of pro- 
viding military strength for the defense of the free world. 

There are certain parts of the program, however, that are specifically 
labeled ‘‘cost sharing” because the specific contributions to be made 
by the United States and the participating countries are a matter of 
special agreement. 

Our estimate of the amount required for these programs in fiscal 
year 1959 is $127 million, as shown on this chart. 


INFRASTRUCTURE 


Mr. Suurr. The fiscal year 1959 infrastructure program request 
amounts to $60 million. The term “infrastructure” is applied to a 
fixed military facility needed to support combat operations by the 
integrated NATO forces under the Supreme Allied Commander, 
Europe, and the Supreme Allied Commander, Atlantic. These 
facilities include airfields, naval bases, war headquarters, telecom- 
munications systems, early warning systems and fuel distribution 
systems. The $60 million represent the fiscal year 1959 United States 
share for building and maintaining these facilities. 


MUTUAL WEAPONS DEVELOPMENT 


The fiscal year 1959 mutual weapons development program request 
is for $40 million. This program is designed to accelerate the develop- 


ment of selected advanced types of weapons or equipment to effect 
a greater utilization of the scientific and technical capabilities of our 
allies. It is developing new items especially suited to the needs of 
our friends, which, in many instances, will be far more economical to 
manufacture, operate and maintain than similar items from the 
United States. 

The programs now totals approximately 130 projects, covering all 
fields of research and development. However, development of 
nuclear weapons is not included in the program. About 30 new 
weapons or items of military equipment have reached, or will soon 
reach, the stage of field testing and are approaching the production 
stage. This program is considered highly significant in view of the 
Soviet advances in this area and of the United States announcement 
of stepped-up effort in the research and development field. 


FACILITIES ASSISTANCE PROGRAM 


The amount requested for the facilities assistance program for 
fiscal year 1959 is $20 million. This program is designed to encourage 
and support the efforts of our allies to become self-sustaning in the 
manufacture of munitions and components. Also, it reduces the 
continuing dependence of those countries on the United States. 

The United States furnishes approximately 50 percent of the cost 
of the facilities in the form of tools, equipment, and technical services. 
This cost-sharing program requires that the selection of projects and 
the amount of contributions in individual projects be agreed upon 
by the country concerned as well as the United States. 
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Most of the projects planned for fiscal year 1959 are for missile 
components and fuels, chemicals required for propellants, and new 
types of naval gun ammunition. 


INTERNATIONAL MILITARY HEADQUARTERS 


Support of International Military Headquarters will require $7 
million. This amount will pay the United States share of the costs 
of International Military Headquarters, which are jointly financed by 
the member governments in accordance with government-to-govern- 
ment and international agreements and under accepted cost-sharing 
formulas. 

OTHER PROGRAMS 


Mr. Suurr. The programs shown on this next chart amount to 
$386 million, representing 22 percent of the total request. Packing, 
crating, handling, and transportation in the amount of $120 million 
represents relatively fixed charges essential to the movement of ma- 
teriel. 

TRAINING 


The fiscal year 1959 training program of $86 million will provide 
for training personnel of 40 different countries. It provides for ap- 
proximately 24,000 course spaces for our allies in service schools, both 
in the United States and abroad. In addition, approximately 553 
technical representatives and 171 mobile training teams will oper- 
ate in the} field and provide instructions in the maintenance and 
operation of MAP equipment and weapons, and help in the establish- 
ment and reorganization of supply, training, and maintenance sys- 
tems. With the advent of missiles and modern aircraft, further 
emphasis is being given the training equipments generated by these 
weapons. 

The military assistance training program is designed to attain com- 
bat effectiveness of forces as rapidly as possible and to train foreign 
personnel in the proper maintenance, operation and efficient utiliza- 
tion of United States provided equipment. It trains cadres which 
form the nucleus for eventual establishment of self-sufficient country 
training programs. It trains foreign personnel in the specialized 
skills essential to permit transition to the more complicated modern 
weapons. 

The effects of such training have benefits to the United States and 
the foreign country that will last beyond the period of training and 
will pay dividends after the items of hardware we have delivered have 
worn out. Foreign personnel come to the United States and see first- 
hand the American way of life. They rub shoulders with Americans 
and establish friendly person-to-person contacts so essential to the 
furtherance of good will in international relations. They acquire 
knowledge and skills which have a multiplier effect as trainees become 
trainers—which contribute to the establishment of a pool of skilled 
specialists so essential to modern times to meet both military and in- 
dustrial requirements. 





THE SALES PROGRAM 


Approximately 60 countries and international organizations have 
purchased military equipment from the United States. 
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CASH SALES 


Most of our sales to date have been for cash, and it is expected that 
substantial cash sales will continue in the future. Canada has been 
our largest customer, followed by Germany, which together, have 
accounted for almost two-thirds of the total sales through December 
1957, of about $1,300 million. These sales have enabled the military 
departments to sell equipment and materiel no longer required by 
them to friendly nations and, at the same time, realize reimbursement 
at a fair value of the original cost to the United States. 

Mr. Bentiey. When these items are so told another country, are 
there any restrictions placed by us on their use? 

Mr. Suurr. Where we have bilateral agreements, Mr. Bentley, the 
use is covered by the bilateral agreement. 

In cases where no bilateral agreement exists, the purchasing gov- 
ernment agrees to certain stipulations as required by law. 

Mr. Bentxey. If we sell an item which “is no longer required by 
us or by our military,’ to France, are the French then at liberty to 
use or equipment whenever or wherever their own military may 
see fit? 

Mr. Spraauez. We could impose restrictions on the use of equipment 
that we sell, as well as grant-aid equipment. I do not think that 
we specifically put restrictions on the use of equipment which we sell, 
except in the general sense that it is to be used for internal security 
or legitimate self-defense, and for the defense of the free world. 

Mr. LeCompte. Mr. Chairman. 

Acting Chairman Morean. Mr. LeCompte. 

Mr. LeComprs. How is this equipment sold? Is it sold for cash 
and the funds come into the United States Treasury in dollars, or in 
counterpart money? 

Mr. Suurr. Either cash or credit, Mr. LeCompte. 

Mr. LeCompte. Not counterpart? 

Mr. Suurr. No, sir. 

Some of our sales are made for local currency. 

Mr. Spracup. That was a program that started for fiscal year 1958. 

Mr. LeCompte. This is not all cash sales in the sense of money in 
the Treasury? 

Mr. Spracue. All of the cash sales receipts under section 106 go to 
the military services. 

Mr. LeCompte. But this amount of over $1 billion is not all cash? 

Mr. Suurr. No; but it is largely cash. I think as the testimony 
goes on, it will be explained. 

Mr. LeCompte. I did not mean to interrupt you before you got to 
that point. I just wondered. 

Mr. Vorys. On that point, you have had for some years authority 
to sell arms, to carry on what we used to call reimbursable aid, and 
it has run over $1 billion. A few years ago we gave authority to ex- 
tend, I think, 3 years’ credit, but it was only last year that we ever 
gave you the authority to make any sales for local currencies, and 
concurrent with these local currency sales, you still had authority 
and still used it to build up total sales of $312 million, which is a lot 
more than the local currency authorization. 

Mr. Spracue. That is correct. 
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Mr. SuurFr. Yes, sir. The figure quoted here is a combination of 
the two, but it is largely cash, Mr. Vorys. I think as the testimony 
goes on it will be revealed. 

Acting Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Have we figures available as to the cost-of,the materiel 
that we have sold to friendly governments? ‘That is, if we have taken 
in a billion dollars or more in sales, what was the cost of the materiel 
which we sold for a billion dollars? 

Mr. Suurr. I would say considerably more than a billion dollars. 

Mr. O’Hara. Whatever the figures might be, have you those figures, 
or could they be furnished? 

Mr. Vorys. If it was new stuff, we did not cut the price. 

Mr. LeCompte. It was used stuff largely; was it not? 

Mr. Suurr. This $1.3 billion is made up of thousands of items, sir. 
It is made up of small radio sets and components and large end items. 
It would be a terrific task to dig out all of the items that were sold in 
this amount. Then over and above that we would have to go back 
corer years to find out their acquisition cost. It would be a terrific 
job, sir. 

Mr. O’Hara. I think that is the answer. I am thinking, however, 
if I made a talk some place and I said we had gotten back $1 billion 
through sales, somebody in the audience would say, ‘‘Congressman, 
how much more than a billion dollars did the goods cost us?” 

Mr. Suurr. Sir, I could give you something illustrative. 

Mr. O’Hara. A general estimate? 

Mr. Suurr. A general estimate, I could give you; yes, sir. 

Mr. O’Hara. I think that might be helpful. 

Mr. Suurr. We could give you an estimate. 

Mr. O’Hara. Thank you. 

(The information is as follows:) 

Through December 31, 1957, a total of $1,300 million had been purchased under 
the military sales program. It is estimated that this amount includes $1,270 
million of materiel sold at acquisition or replacement cost to the United States or at 
a somewhat reduced cost based on age or condition. The amount also includes 
$30 million as the sales price of equipment and supplies furnished from stocks 
excess to the needs of the military departments. he acquisition cost to the 


United States of these items is estimated at about $300 million. Thus the acqui- 
sition cost of all items sold under the military assistance program approximates 


$1.6 billion. 

Mr. Jupp. I remember once we sold some ammunition to Greece 
at 10 cents on the dollar. But if it is 50 cents on the dollar, or 20 
cents on the dollar average, I think it would be of great value to us to 
know. 

Mr. O’Hara. I think it would. 

Mr. Suurr. Local currency and credit sales. Amendments to the 
Mutual Security Act were enacted last year by the Congress which 
authorized the acceptance of local currencies, in payment for military 
equipment and their reuse for other military requirements, and the 
reuse of dollar repayments on credit sales for financing additional 
sales. Local currencies will be accepted, of course, only where we feel 
we can make good use of them. 

Mr. Jupp. And where we cannot get dollars. 

Mr. Suurr. That is right, sir. This new authority granted by the 
Congress provides greater potential for the development of the mili- 
tary sales program. Countries previously receiving grant aid pri- 
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marily because of foreign exchange shortages are now provided a 
means of procurement in the United States without the necessity of 
draining critical foreign exchange balances for defense requirements. 
Further, countries with only moderate annual amounts for procure- 
ment of materiel may now amortize the cost of certain modernization 
programs through United States credit assistance. These actions 
assist us in accomplishing United States policy objectives to achieve 
increased country self-support, improve our competitive position in 
the overall military sales field, and at the same time, stimulate the 
sales of American products abroad which might not otherwise have 
occurred. In fiscal year 1958, $97 million has been earmarked under 
the military assistance program to provide credit to our allies who wish 
to buy materiel from the United States to meet mutual security 
objectives. It is difficult to forecast the volume of future sales— 
whether for cash or for credit—since they are, in the final analysis, 
dependent upon the decisions of foreign countries to buy. However, 
it is estimated that about 100 million dollars of potential sales to 
countries such as Australia, New Zealand, Venezuela which have not 
previously received grant aid, and Latin American countries, will be 
possible if the United States can provide credit assistance. 

An estimated $20 million of repayments on credit sales made in 
fiscal year 1958 will be available to finance such sales, leaving a bal- 
ance of $80 million of new obligational authority which is being re- 
quested from the Congress for fiscal year 1959. 

In addition to this program, which is planned in advance entirely 
on a sales basis, there is a potential market for further sales to Western 
European countries and Japan. Some of the items included in their 
country programs for which funds are requested as grant aid, may be 
sold to those countries; however, specific agreements for such sales 
have not been consummated. 

These items represent requirements that are of such importance in 
terms of United States security interests as to warrant grant aid if 
countries are unable to buy them and are, therefore, included in the 
grant portion of the program. It will be our objective in fiscal year 
1959 to make every reasonable attempt to meet a significant portion 
of these military requirements through military sales. 

Mr. Vorys. Mr. Chairman. 

Acting Chairman Morean. Mr. Vorys. 

Mr. Vorys. Before you pass this, I want to ask whether the $1.3 
billion of prior sales and the $312 million you gave us before you 
started on the formal papers is classified information or not. As I 
understand it, it has always been unclassified. 

Mr. Suurr. No, sir; I would not think it would be classified. 

Mr. Vorys. It seems to me that this is an extremely useful figure 
when people talk about this giveaway program. That was not any 
giveaway; it was a sale, either for what we paid for it or for what it 
was then worth, in its then condition. To me it is one of the most 
significant changes in this program and one of the best answers to 
this giveaway argument. 

Mr. Jupp. A total of $1,612 million? The 312 million is to be 
added on to the $1.3 billion? 

Mr. Vorys. I think the amount of anticipated sales is classified, 
is it not? 

Mr. Jupp. Where did that 312 come from? 
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Mr. Spracue. I used that, sir. That was the sales for fiscal 1957. 

Mr. Suurr. Sir, that is an additive. The figures I gave you were 
through December 31, 1957. 

Mr. Vorys. $312 million though, is the amount of sales last year? 

Mr. Suurr. That is right, sir. 

Mr. Jupp. You said the 312 million was through December 1957 
on the middle of your page 25. We ought to get the figure so we do 
not have 2 or 3 sets of figures. 

Mr. Sprague. | think the thing to use is the $1.3 billion figure 
because that is the inclusive figure. 

Mr. Jupp. As of the end of the last calendar year. 

Mr. Spracur. I used the figure of 312 only to show the jump 
from 1957 over 1956, to indicate that this sales program was becoming 
increasingly important. 

Mr. Jupp. That was the amount in 1957. 

Mr. Vorys. Those figures are unclassified and very significant, I 
think. 

Mr. Scuurr. Mr. Chairman, this appears in one of your books in the 
nonregional program book on page 20 under the general heading 
“Military sales and loans.” It is there unclassified in about the 
middle of the page; $1.3 billion is the cumulative figure. It is in the 
nonregional book, page 20. 

Mr. SELDEN. Is the sales program handled by your department or 
is it handled by the Department of Defense? 

Mr. Scuurr. My Department is the Defense Department, sir. 

Mr. Seipen. I am aware of that, Mr. Schuff, but is it under the 
military assistance program? 

Mr. Scuurr. It is under the military assistance program; yes, sir. 

The people who do the work, however, the mechanical selling of 
this, are the individual services. 

Mr. Sevpen. Where is the income that comes from the sales shown? 
Is that accounted for in the budget request that is before us, or is it 
a slush fund? 


STATEMENT OF MONROE LEIGH, ASSISTANT GENERAL COUNSEL 
FOR INTERNATIONAL MATTERS, DEPARTMENT OF DEFENSE 


Mr. Leicu. My name is Monroe Leigh, Assistant General Counsel 
for International Matters, Department of Defense. 

The bulk of the sales program is carried out under section 106. 
That means it is handled directly with the services. Military as- 
sistance moneys are not actually used. Payments are made to the 
services and under a provision of the law that money, which is paid 
to them, may be reused by them for the same purposes for which 
originally —— 

Mr. SELDEN. So it is not shown? 

Mr. Lereu. So it is not included in the military assistance moneys. 

Mr. Seven. Now, one other question. 

Mr. Sprague, if you will remember we were discussing the Nike pro- 
gram, and you pointed out that any obsolete Nikes sold to the military- 
assistance program to go overseas would have to be paid for out of 
military-assistance funds. 

Mr. Spracus. That is correct except that the Nikes we would pur- 
chase would be obsolete. 
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Mr. Seven. Where is that money accounted for after it is paid to 
the Defense Department? 

Mr. Leicu. That is a part of the military-assistance program han- 
dled under section 108 of the Mutual Security Appropriation Act, 
1956, as amended. 

Mr. SeLpen. When the military-assistance program pays the De- 
fense Department for Nikes, is it shown anywhere in the Defense 
Department’s budget presentation? 


STATEMENT OF JOHN L. HOLCOMBE, DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, DEPARTMENT OF DEFENSE 


Mr. Hotcomss. I am John L. Holcombe, Director of the Office of 
Programing and Control, Department of Defense. 

The transactions between the military departments and the mili- 
tary-assistance program are shown in the military departments’ 
budgets. They are shown as anticipated reimbursements from the 
military-assistance program. Those are then deducted in the compu- 
tation of the defense budget from the total military requirements. 
That money is then available to the military departments to buy 
either the same thing that they have sold to the military-assistance 
program from stock or another item, if they prefer, in order to balance 
their stocks, or modernize. 

Mr. SeLpEeNn. Can I assume, then, that it is definitely shown in 
the Defense budget as a reduction and we do not appropriate twice. 

Mr. Hotcomsr. That is correct. 

Mr. LeCompte. Will you yield to me? 

Acting Chairman Morean. Mr. LeCompte. 

Mr. LeCompre. It would be the same as using Commodity Credit 
food material that we would send abroad. We would then have to 
reimburse the Commodity Credit; would we not, or the capital of 
the Commodity Credit Corporation would become depleted rapidly? 

Mr. Hotcomsr. If the Marine Corps buys a tank from the Army, 
they pay for it out of the Marine Corps appropriation and it shows 
up as a receipt in the Army’s appropriation and both parts of that 
equation show in the budget. We are just another consumer, 
another purchaser, like the Marine Corps from the Army, or the 
Army from the Air Force in the case of a helicopter. 

Mr. Seipen. I think it is very important that this point be made 
perfectly clear for the record, and I am glad you have done so. 

Acting Chairman Morean. Mrs. Kelly. 

Mrs. Ketty. Mr. Chairman, I sought this answer before in my 
questioning: What is the charge against the mutual security program? 
Is it the original cost to the service or the rehabilitation price or cost 
plus rehabilitation? 

Mr. Houtcomse. The price is set by section 545 of the Mutual 
Security Act here before you. 

Up until 2 years ago there were but 2 ways of pricing a thing. It 
had to be either at what it cost the military department or if it was 
excess to the military department’s requirements, then it had to be 
free, except for the cost of rehabilitation, packing, handling, and crating. 

Two years ago 545 (h) was amended to provide that, in addition to 
that, the Secretary of Defense might determine fair value based on age 
and condition. 
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Since that time there have been specific determinations of value 
under that authority so that now items, which are semiobsolescent or 
which have had a lot of the life worn out of them, can, upon approval 
of the Office, Secretary of Defense, be sold at lesser amounts. 

Mrs. Ke.iy. That was the directive that went out last November, 
that is the one I spoke about. 

Mr. Houicomss, That is correct. 

Mrs. Keutuy. And I still have not gotten the answer that I want. 
Is the charge against this program—let’s say here the item cost $100 
and it has been used by the service for 2 years. Rehabilitation is $48 
or $50. Does it. show up in this budget, in this program, as $50 or 
does it show up as $150? 

Mr. Houcomsez. It shows up as $50. The price we pay the military 
department for it. 

Mrs. Ketuiy. Then what about that Nike? 

Mr. Hoxtcomse. Nikes are still being used and are still serving in 
our own defense. The Nike-Ajax, which is the one I think you mean, 
is still being carried at the full price. [Security deletion.] 

Mr. Setpen. Even though they are being replaced in this country, 
they are still charging the full price for them? 

Mr. Hotcomsr. The Nike-Hercules is being added. The Nike- 
Ajax at this time is not being replaced. They are still all in stock. 

The military assistance program is getting exactly the same propor- 
tion of Nike-Ajax and Nike-Hercules that is being given to our own 
sites and services. 

The very expensive and complicated ground equipment is the 
universal ground equipment which can service either kind of Nike. 
So our allies are being equipped by the military assistance program 
on a parity with our own services. That is certainly the best that 
we can ask. 

Mrs. Keity. Then it can be said—which has been said in the 
ast that this mutual security or assistance program is about half 
eneficial to our own defense services? 

Mr. Hotcomss. There is certainly a secondary benefit to our own 
defense. However, we do not program things for which there is not 
a requirement, even though it may be beneficial to our own services. 

Mr. Se.pen. Are we still manufacturing Nike-Ajax although they 
are obsolete and are being replaced by the Hercules? 

Mr. Hoicomse. The Nike-Ajax production line will stop in April 
1958. 

Until recently the orders that we placed were from manufacturers. 
The current program will be delivered from service stock. 

Mr. Sevpen. If the same launching pad launches both the Hercules 
and the Ajax, then why has Ajax production been continued until the 
present time? 

Mr. Hotcomse. Because Hercules is just now beginning to become 
available. If you stop it—this is basically a military question, but 
if you stop one thing before you have something else, then you do not 
have defense. 

Mr. Se.pen. I thought you said the Hercules was in production 
and was on the line? 

Mr. Houcomse. It is beginning. You read in the newspapers 
recently that the first Nike-Hercules are being allocated to sites. We 
do not expect to get Nike-Hercules for over another year, The time 
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shown on the chart here was when we put our money into the ground 
equipment, or the end of the fiscal year 1956, this was the first procure- 
ment of the ground equipment by any purchaser, including the 
Department of the Army. Everything before that had been research 
and development. The reason this takes so long is that this is a case 
where the military assistance program got in on the ground floor 
when the plant was just being set up to produce the ground equipment. 

Mr. Sevpen. Have we sent any Ajax overseas as yet? 

Mr. Houcomse. No; we have not. 

Mr. Sevpen. Are we going to send Ajax or Hercules? 

Mr. Hotcomss. We are going to send some of both. Each bat- 
talion will have some of both. For training purposes, for example, 
the Ajax is just as good as the Hercules. Once an aircraft gets within 
the range of the Ajax, it is just as good as the Hercules. ‘There is no 
reason to use a hammer as a fly swatter. When the planes are still 
farther out, you can use the Hercules. There is some economy and 
some sense in having an application of both of them on the same 
launching pad. 

Acting Chairman Morean. Proceed, Mr. Shuff. 


ADMINISTRATION 


Mr. Suurr. The fiscal year 1959 administrative expense request 
amounts to $25 million. The military departments bear a large part 
of the total administrative and operational cost by furnishing military 
personnel, equipment, and facilities to carry out the military assistance 
program. 

U. N. SUPPORT 


The amount requested for support of United Nations forces in 
Korea is $12 million. 
INTERNAL SECURITY 


Ten million dollars is requested for the overseas internal-security 
program. Many countries lack knowledge, training, or means to 
defend themselves successfully against Communist pressure and 
penetration. This amount supplements with military aid an ICA 
program to assist them in resisting Communist subversion. 

We are also requesting $4 million for office expenses for conducting 
the offshore procurement program. 

You will note on the chart that we have $49 million for programs 
under negotiation. These programs will be discussed with you by our 
regional directors. [Security deletion.] 


MANAGEMENT IMPROVEMENT 


Last year, we advised you of the steps being taken to improve the 
programing process, beginning with the issuance of a new Department 
of Defense instruction—our Military Assistance Programing Guid- 
ance—which provides uniform instruction to all Military Assistance 
Advisory Groups. The application of this programing guidance, in 
March 1957, is already yielding substantial benefits. The burden 
placed upon the MAAG’s and unified commands for the preparation 
and submission of ponerse data formerly required on an annual 
recurring basis has been substantially reduced. 
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The guidance standardizes methods for preparation and presentation 
of data for all regions, countries, and military services. It facilitates 
processing, both in the field and at review levels, and permits full and 
equitable consideration of all requirements. It provides for the most 
careful consideration of data on assets, excesses, and consumption 
rates. It produces a single, coordinated submission containing data 
needed to formulate and justify programs without excessive reference 
to the field for additional information. Since it produces a statement 
of requirements for several years ahead and establishes a priority for 
accomplishment, it permits prompt implementation of the programs 
in relationship to fund availability. 

The Assistant Secretary of Defense for International Security 
Affairs has made a critical and comprehensive review of the reporting 
and control data required at all levels of management in order to 
develop a correlated reporting system that would satisfy essential 
requirements with maximum accuracy and minimum delay and per- 
sonnel. The working group, with General Accounting Office partici- 
pation, examined reports and determined data requirements in the 
three basic phases of the management cycle—programing, implementa- 
tion, and control. 

Recommendations are now being implemented by the Office of the 
Secretary of Defense and the military departments. Some reports 
have been canceled, while others have been simplified and streamlined, 
with a resultant improvement in management, control, and efficiency. 


CONCLUSION 


In conclusion, I would like to assure you that valid requirements 
exist for all of the funds requested for fiscal year 1959, and that they 
are essential for the efficient conduct of this program. These funds 
will be used to strengthen the deterrent to all-out war by providing 
our allies with atomic-delivery capability and improving and filling 
gaps in their early-warning systems. ‘These funds will also strengthen 
resistance to internal subversion and local aggression by modernizing 
the armed forces of our allies and providing them with the equipment 
essential for the maintenance of these forces. I am confident that 
the authorization for fiscal year 1959 will continue to make substantial 
contributions to the achievement of United States foreign policy 
objectives and to the security of the United States. 

Acting Chairman Morean. Thank you, Mr. Shuff. This is the 
first time, in my knowledge, that the program has been so effectively 
condensed in such form that the members of this committee can use 
your presentation as a bluebook for answering many questions relat- 
ing to this program. 

Now, Mr. Sprague, I talked with you last week about these seven 
points in the Holifield committee report. Do you have those answers 
ready as yet? 

Mr. Suurr. I know where they are. They are on my desk. 

Acting Chairman Morcan. We do not have to have them today. 

Mr. Sprague. We will have them in, the first of the week. 

Acting Chairman Morean. On page 8 of your statement, you were 
discussing some of the effects of the cuts in last year’s program. In 
the second paragraph, you state: 
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First is the effect on our allies. If they interpret congressional reductions as 
an indication that the United States considers the threat to be less imminent, 
similar action may be taken to reduce their own defense budgets. 

Speaking of other nations, of course, has there been any nation in 
the last year that has reduced its defense budget? 

Mr. Spracue. | believe that the United Kingdom and, in a small 
way, Denmark, and Belgium have reduced their defense budgets. 

Acting Chairman Morcan. You haven’t the percentage, in figures, 
of the reduction? 

Mr. Spracunr. No, sir. I said in my statement that this could 
happen if they interpreted the congressional reduction as an indication 
that the United States considers the threat to be less imminent. I am 
not making a statement that these countries which I mentioned did, 
actually, cut their defense budgets on that basis. But it would 
possibly be interpreted by them, if we should cut our own defense 
budget or our own military-assistance programs, as an invitation for 
them to do likewise. 

Acting Chairman Morean. Mr. Chiperfield, any questions? 

Mr. CurperFre_p. No questions. 

Acting Chairman Morean. Mr. Zablocki. 

Mr. Zasiocki. No questions. 

Acting Chairman Moraan. Mr. Vorys. 

Mr. Vorys. These are a couple of fine statements. This is the 
first time that I can remember that the agencies have come up here 
and told us just what injury last year’s cuts caused. Usually, we 
hear a lot of complaints about cuts in this program at the time that it is 
before Congress. We are told that it is going to wreck everything, and 
then we never hear about it again. I am very much impressed that 
you showed us, specifically, how this program has been delayed 
and embarrassed by the cuts made last year, which I consider were 
too large. Now, where, in here, do we find direct-forces support, or is 
that in your program this year? Is it in the $1.8 billion this year? 

Mr. Hotcomsp. It is. 

Mr. Vorys. I have found $16 million for subsistence, 5 percent; 
and on page 19, you mentioned construction that might be direct forces 
support, but it struck me that a figure that year before ran around $300 
million has been either eliminated or scattered or reduced. 

Now, what is the story on that? 

Mr. Hotcomse. Where we are providing things that are essentially 
alike, in direct forces support and under the regular program, we found 
that we did have duplication in the sense that the same type items 
might appear in both spaces. 

That has been combined now. Therefore, where the equipment is 
the same, it is all in one place in the program and it is no longer 
identifiable in total. 

Some of the old direct forces support items are shown under the 
specific item, such as POL—that is petroleum—subsistence and 
construction. Then there are fractions of millions of dollars of 
specialty items such as shop, utility equipment, training aids, and 
equipment, and that sort of thing some of which are shown separately 
and others are not. 

It is all included in the force maintenance program. 
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Mr. Vorys. Here is what I want to get at: There is a great deal of 
criticism in some places and among some people about our spending 
too much on the military part of this because one-third is economic. 

I would like to have you fix up a breakdown that would show all 
economic aid, whatever its purpose. 

For instance the $835 million for defense support is economic aid 
that is of present, and in many cases, permanent help in the develop- 
ment of those countries. The fact that it has a bearing on their 
military strength gives it a military significance. But it seems to 
me that we ought to explain to Congress, and the public, clearly that 
over half of this year’s program is economic aid, and of assistance in 
maintenance and development of a country, and even though much 
of it is measured by military needs, it is economic aid. 

Somebody can say, ‘You are trying to count it both ways.” 

Well, all right, it does count both ways. 

Mr. Suurr. Mr. Vorys, may I suggest, on page 37 in the worldwide 
summary statement, there is an 8%-page discussion of defense support, 
of which only 3 little portions about 3 inches wide are classified. 

That discussion will certainly answer many of your questions on 
this matter. 

Mr. Vorys. I haven’t time to look at much in the secret books. 

Mr. Houcomse. You are asking about direct-forces support. 

Mr. Vorys. That is right. 

I had always considered that a great portion of direct-forces sup- 
port—food and clothes and so forth—were of value to poor countries 
which, let’s face it, would have an economic problem if some of their 
people weren’t in the military ranks. Some of those countries want 
to keep their military forces large because it is a form of WPA, a 
way of taking up slack in employment. 

Mr. Hotcomssr. As I understand your question, you want an 
approximation of what used to be called direct-forces support that is 
in the proposed 1959 program. 

Mr. Vorys. Yes. Direct-forces support has had an evolution in 
this program. 

Mr. Hotcomsn. That is included in our construction and other 
materiel. I would guess at something like a quarter of a billion 
dollars, but I will try to get a better estimate by going through the 
details. (The figure submitted was $231.5 million.) 

Mr. Vorys. Yes. 

This is a thing that can’t be measured with microscopic precision, 
but it is an angle to this whole thing that is worthy of comment, in 
calling it to the attention of those who say “two-thirds of our program 
is merely tanks, guns, and planes.’ 

Now, one other question: We have all this talk about furnishing 
obsolete stuff abroad. We always take the best stuff for our own 
forces and then stuff that wasn’t ready for the scrap heap but still 
had a lot of fight in it in a lot of ways, that has been what we furnished 
since 1949. 

I presume we are still doing that? We save the best for ourselves? 

Mr. Suurr. Yes, sir. In the case illustrated, we are giving to our 

-allied forces exactly what we are taking ourselves. 

Mr. Vorys. But if we did that throughout this program, it would 
cost very much more, would it not? 

Mr. Suurr. Yes, sir. 
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Mr. Spraaus. Not only that, but we haven’t the production capac- 
ity to provide for our own forces and the rest of the world at the same 
time. 

Mr. Vorys. And for brush-fire wars and for local struggles, all over 
the world, a lot of this used equipment is invaluable; isn’t that true? 

Mr. SprRaAGueE. Yes, sir. 

For example, the F-100 series are being provided for our own forces 
as replacement for the F-84’s and 86’s which are being sent to our 
allies who don’t have the capability to fly and maintain the F-100 
series. They are breaking in on the F-86 and F-84 series and learn- 
ing to fly them. Eventually they will get F—100’s when later models 
are introduced into our own forces to replace the F—100’s. 

Mr. Vorys. Now I want to bring out one other thing. 

It was either last year or 2 years ago we put into the Mutual 
Security Act a statutory pricing provision so that the Department of 
Defense wouldn’t skin the mutual security program by overpricing 
stuff that they turned over. Isn’t that correct? 

Mr. Suurr. That is correct. 

Mr. Vorys. A few years ago, the Appropriations Committee dug 
up instances where the foreign aid was paying new prices for a lot of 
secondhand stuff. From actions in the Congress, in our committee, 
and in the Department of Defense itself you worked out a formula 
which is now statutory and mandatory, which is a fair pricing system, 
so that this mutual-security appropriation now bears a fair share of 
the present value of that stuff. Am I right? 

Mr. Hotcomse. That is right. 

Mr. Spraaue. Yes, sir. It is perfectly natural for the services to 
want to get as much as possible from the military assistance program 
for equipment which they are delivering for us, on our order. It is 
our job as trustees of money, appropriated by the Congress, to get it 
for as little as we can, consistent with fair pricing practices. 

We go through many negotiations in the course of a year with the 
military departments in terms of determining prices which are fair to 
both sides and in accordance with the pricing formula. 

Mr. Vorys. This program now before the committee has for years 
had to bear the burden of carrying under foreign aid, a lot of aid to 
the merchant marine, aid to agriculture, and aid to the Army, Navy, 
and Air Force. Our committee gets tired of carrying this burden on 
the floor. 

I want to remind my colleagues, that we don’t do that any more, 
on military equipment. 

Thank you, Mr. Chairman. 

Acting Chairman Morean. Mrs. Kelly—— 

Mrs. Ketity. Thank you, Mr. Chairman. 

First, I would like to say, Mr. Chairman, that when I question or 
make any statement, I am not criticizing the witnesses. I am seeking 
answers to criticism of the program. Other reports from committees 
of Congress have attacked the NSA program. I am glad that answers 
to the Holifield report will come up here so that we might have the 
proper answers, because the only ones we can turn to for these answers 
are our military experts. 

I do want to say this, that one of the reasons I have always sup- 
ported this program and have—and I will go for $10 billion if I have 
to, in a cash program—is that I personally believe our allies are our 
21862—58—pt, 2——18 
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first line of defense, and I believe they should have as much good and 
up-to-date equipment as we do. 

In the program of military assistance for this year, you have packing, 
handling, crating, and transportation for X number of dellars. 

Is this the only place in the program where this comes out, in the 
overall, or is there anything charged on transportation in the country 
program? : 

In the country-by-country program, is there anything that shows 
up anywhere under any term, like “all others,’ that the cost of 
transportation is charged against the country program? 

Mr. Spracue. It only appears once. We are not showing the cost 
against the country program and against the overall program. 

Mr. Hotcomse. The figure is included in the total only once, Mrs. 
Kelly. However, last year, there was some feeling that because of 
these noncountry programs, the resultant amount shown for each 
country did not reflect the true value of the total program for that 
country. 

Therefore, if you will look on any one of the country pages of the 
presentation books you will note that this year we have an amount on 
the narrative sheet. We have in the first line, the country program 
and then we have made a rough approximate—— 

Mrs. Ke.iy. Let’s look at the same one. Which one are you 
looking at? 

Mr. Houtcomse. Any one will do. 

Mrs. Kettiy. I have France, as it happens. 

Mr. Houtcomss. The top line shows the amount in the country 

rogram which must be added into the totals to come to $1.8 billion. 

he next line shows in parentheses and nonadditively the value of 
the portion of all of the worldwide and noncountry programs that in 
our best judgment will go to France. So we have indicated—without 
any assurance that that is exactly how it is going to be spread out—our 
best estimate of what the total value of the military assistance pro- 
gram in 1959 and in prior years would be for each of the particular 
countries. 

That second line wouid include among other things an estimated 
share of packing, handling and transportation. 

Mrs. Ketiy. Which is not incorporated in the total? 

Mr. Hotcompse. It is not incorporated in here, except that it is 
included in the figure of $119 million for packing, crating, handling, 
and transportation. It is not added in the parenthetical figure 
for each country, which is illustrative. 

Mrs. Ketuy. If we decide to send X number of dollars worth of 
materiel—let’s keep it small—a hundred thousand dollars worth of 
materiel to France, is the value of that materiel delivered equal to 
$100,000, or does the cost of transportation cut the materiel in half? 

The certain number of items will not be the number you want, but 
the transportation getting it over there is a big portion of the amount 
authorized and appropriated in this bill. 

Mr. Hotcomse. It is not a large amount, but it must be added to 
the amount. 

For example, if we are going to send a tank to France, the cost of 
the tank will show in here as $63,000. To that must be added the 
amount required for packing, crating, handling, and transportation, 
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which differs, of course, with each kind of item, but averages about 5 
percent. 


As you can see there, it is $119 million as against $2.2 billion. 


STATEMENT OF ROBERT G. BARNES, SPECIAL ASSISTANT FOR 
MUTUAL SECURITY COORDINATION, DEPARTMENT-OF STATE 


Mr. Barnes. Mrs. Kelly wants a flat statement from you that the 
total cost of transportation is encompassed in the $119 million figure. 

Mr. Spracue. It is only shown once in the program. 

Mr. Suurr. For this, it will cost $119 million to pack, handle it, 
crate it, and transport it. 

Mrs. Keuuiy. That is all, Mr. Chairman. 

Acting Chairman Morean. Mr. LeCompte—— 

Mr. LeCompte. I think splendid statements were made this 
morning. 

I was going to yield back my time unless someone wanted me to 
yield to them, for a question. 

Thank you, very much. 

Acting Chairman Morean. Mr. Selden—— 

Mr. Sevpen. Thank you, Mr. Chairman. 

I want to also say that the presentation this morning has certainly 
given me more information than I have usually gotten in a week of 
these hearings, and I want to commend them for their very careful 
preparation of this subject. 

I want to agree with my colleague, Mr. Vorys, that I think it is 
very good to point out to the committee the parts of the program 
that have been reduced as a result of the cuts that Congress made 
last year. 

However, I also want to disagree with him. I don’t think it has 
been shown, as he indicated, that the entire program has been delayed 
and embarrassed as a result of those cuts. I think only time can tell, 
because you gentlemen have indicated the cuts made last year will 
not affect the 1958 program. 

Mr. Vorys. Well, just part of it. 

Mr. SevpEn. I might also add that it would have been very difficult 
to have given such a presentation last year, because in the 1957 
budget $3 billion was requested, Congress cut it to $2.2 billion (a 
reduction of $800 million) and at the end of the last year, not only 
was the $800 million reduction not used, but an additional $539 
million was carried over. 

Mr. Vorys. I don’t believe I commented on that. 

Mr. SELDEN. Sometimes the judgment of the Members of Congress 
is as good as that of the Defense Department. 

I just wanted to bring out those points. 

Mr. Spracue. I agree with you, sir. It made it more difficult 
last year. 

Mr. SELDEN. Just one question: In your chart, you pointed out 
that the carryover was being gradually reduced to $3 billion. You 
emphasized it could not safely go below the $3 billion mark. 

When we had $8% billion in carryover funds, was that amount in 
excess of the carryover that was required at that time? 

Mr. Suurr. Mr. Holcombe has perhaps a little more history on 
this than I do. 
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Mr. Hotcomse. We had some discussion, as some of you may 
remember, before this committee on this point last year. It was a 
combination of several things. In the first place, the programing 
techniques had not at that point been refined and as I pointed out 
last year it was necessary, because of the delay—since taken care of— 
to make 1 year’s program before we knew exactly what was in another 
year’s program. 

I was not here at the time, I was in Europe, but I could see that 
items were getting in the program twice because the programing 
steps were not taken in normal sequence, and one program firmed up 
before another was made. 

We must remember another thing here. This was a time of 
Korean combat, and therefore many of the items that had been pro- 
gramed for military assistance were diverted to what everybody 
would agree was the higher priority. This meant that they couldn’t 
be paid for out of this program, so some things were held over until 
the end of the Korean war. Even before our new programing sys- 
tem—which took place about in here [indicating], there was an 
accelerated delivery of equipment as the Korean war ended and the 
production continued that permitted us to catch up. 

Mr. SELDEN. Let me go a little further and ask this: Do you think 
that this reduction of carryover funds to $3 billion has been a healthy 
process? 

Mr. Hotcomse. Certainly. 

Mr. Suurr. Excellent. 

Mr. Sevpen. Then, you feel that the cuts that have been made in 
an effort to reduce the carryover have been justified? 

Mr. Houtcomse. The reduction of the pipeline is certainly justified, 
yes. 

Mr. Se.pen. That is what I mean. We have reduced the pipeline 
as a result of cuts that have been made by the Defense Department 
and by the Congress. 

Mr. Hotcomse. Yes, sir. 

Mr. Spracue. I would like to make this comment, though, in that 
connection: We have asked for $1.8 billion this year. We expect to 
spend about $2.2 billion in fiscal 1959. This would have the effect 
of bringing the $3.4 billion down to $3 billion or a little less. 

Mr. Setpen. You have indicated that $3 billion is the danger 
point. I understand that. 

Mr. Spracusr. That is correct. 

If we are going to continue a level of deliveries and expenditures of 
$2.2 billion—— 

Mr. Setpen. Then you want to keep $3 billion in the pipeline. 

Mr. Spracue. Then, we would have to come into Congress in 
another year if circumstances justified, for a program roughly equiv- 
alent to what we expect to spend. 

Mr. Setpen. Assuming your figures are correct, I am trying to 
determine if what we have done has been a healthy process. 

Mr. Spracue. We could have presented a program this year which 
would have held up the delivery, in order to flatten out our requests 
of the Congress, but it must be pointed out that to carry on with that 
pipeline and the level of expenditure of $2.2 billion, of necessity this 
program will have to be increased in terms of authorization and 
appropriation next year. 
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Mr. Setpen. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Adair 

Mr. Aparr. Mr. Chairman and gentlemen, as one who is somewhat 
less enthusiastic about this whole program than others here, let me 
add my word of commendation to your presentation. I think it has 
been extremely informative and I am pleased with it. 

I have several questions, and because of the lateness of the hour I 
will try to make them quite specific. 

Mr. Sprague, you pointed out that we would have about $25 million 
of funds remaining unobligated at the end of this fiscal year. 

Now, do you mean that all the rest of the fund will be very firmly 
obligated? 

Mr. Sprague. Yes, sir. All of it will have been obligated the—— 

Mr. Aparr. It will not be a tentative or revocable sort of thing 
but will be a firm, irrevocable commitment? 

Mr. Sprague. It will, except that it is always possible in this 
program that a requirement will change or that we will get an emer- 
gency requirement which will result in our having to change a program 
requirement against which money has been obligated in the following 
fiscal year before it has been paid for in order to do something else 
with that money to meet an emergency situation. 

Mr. Apvarr. But barring that sort of an emergency situation, the 
commitments will be firm, down to the $25 million. 

Mr. Sprague. Yes, sir. 

Now, the balance of the money we expect to obligate in the 6 
months following the end of the fiscal year because we have that 
authority this year. 

Mr. Aparr. Have any of these funds been in any way diverted to 
the use of Mr. Eric Johnston’s office and in his present effort to 
popularize the program? 

Mr. Sprague. No, sir. It would be against the law to do that, as a 
matter of fact. 

Mr. Apatr. Moving on very quickly 

Mr. Spracus. I spent some time on the panel, but I wasn’t reim- 
bursed for it. 

Mr. Aparr. Mention has been made about the missiles which are 
being sent to our European friends and allies. 

The newspapers have carried accounts of the fact that we are going 
to send the Thor missile abroad. Is that project to come within 
these programs? 

Mr. Spracuse. We have not specifically programed against IRBM 
deliveries to the NATO countries in the fiscal year 1959 program. 

You will remember from the presentation, we had $233 million 
programed against—which would be programed against missiles if the 
money were appropriated. 

Mr. Aparr. And the number of missiles were mentioned by name 
but Thor was not among them. 

Mr. Sprague. That is correct. 

Mr. Aparr. Now, we read about the accord reached between the 
United Kingdom and ourselves, and I speak particularly of that, 
Mr. Sprague. 

Mr. Sprague. As far as the United Kingdom is concerned, the situa- 
tion is this: Out of [security deletion] prior funds, which were author- 
ized in 1954 for modernization of the Royal Air Force, a considerable 
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sum of the total was expended for that purpose. [Security deletion.] 
This amount was not used for that purpose, because it developed that 
the aircraft which were being purchased to accomplish that objective 
did not meet the requirements. 

Mr. Aparr. That was that [security deletion]. I believe that was 
the name. 

Mr. Spraaus. Yes. This money, while available for that purpose, 
has now been reserved against the [security deletion] IRBM program. 

The United Kingdom itself is putting in additional funds, provid- 
ing the land and the bases. 

Mr. Aparr. I so understand. 

Mr. Spracusg. We have already obligated [security deletion] funds 
against the total cost. We expect to gain [security deletion] additional 
funds leaving a balance which will have to be provided in the military 
assistance program. 

Mr. Aparr. But is not a specific part of this budget? 

Mr. Sprague. It is not a specific part of this. 

[Security deletion. ] 

Mr. Aparr. So, if you need money, you can include it in next 
year’s 

Mr. Spracue. We can either request it later in the fiscal 1960 pro- 
gram, or, depending upon possible program changes in fiscal 1959, we 
might be able to pick up part of that 36 and apply it, or it might be 
be necessary to ask the Congress next January or February for a small 
supplemental appropriation to the fiscal 1959 program for that pur- 
pose. 

We simply aren’t far enough in our planning yet to be able to say 
which route we will have to take. 

Mr. Aparr. Where is that [security deletion]. Is that a part of the 
$3 billion carryover? Where does that appear in these figures? [Se- 
curity deletion.] 

Mr. SpragaueE. It is part of the carryover. 

Mr. Aparr. It is a part of the $3 billion carryover? 

Mr. Sprague. It is a part of the $3.4 billion carryover. 

Mr. Suurr. It is right here, sir [indicating on chart]. That is $312 
million for missiles in the 1958 program, plus $100 million, which 
makes it the $412 million. 

Mr. Apair. The figure under your finger is 412? 

Mr. Suurr. Yes, sir. 

Mr. Aparr. We spoke a little while ago, pursuant to a line of ques- 
tioning by John Vorys, about this $1.3 billion of sales. Now, that is 
a cumulative figure, I take it? 

Mr. Suurr. Yes. 

Mr. Aparr. Since the beginning of the program? 

Mr. SpraGue. Yes. 

Mr. Aparr. And your text says “largely to Canada and Germany.” 

Mr. SpraGuE. Yes. 

Mr. Aparr. Now, Mr. Leigh spoke to this point, too. I am not 
clear on how that money is handled. You make a cash sale. What 
do you do with the cash you get from that? Is that $1.3 million cash, 
or cash and credit. 

Mr. Suurr. It is cash and credit, sir. 

Mr. Aparr. Suppose you make a sale, what do you do with the 
cash money if it is a cash sale? 
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Mr. Leieu. Perhaps I didn’t go far enough, Mr. Adair. 

Mr. Apair. Well, you didn’t have an opportunity. 

Mr. Leicgu. There are 2 ways in which sales can be made, 1 
under section 106, which is the way the great bulk have been made; 
the othéris under section 102, coupled with the new authority Mr. 
Vorys referred to under the second sentence of section 103 (c). 

Now, the great bulk, as I say, occurs under 106, and when that 
occurs, the typical transaction is, the money is paid directly to the 
services upon delivery. 

Under that provision the services generally give up to 120 days’ 
credit, which is really just settlement time. 

Then, there is the first sentence of section 103 (c) which was added 
in 1955 which permits 10 years’ credit to countries eligible under 
section 106. 

Actually, that has been used scarcely at all. So far as the military 
services’ are concerned, they get their money under section 106 from 
the foreign country immediately, for all intents and purposes, and 
they are permitted to use it by a provision in their own appropriation 
act for the same purposes for which they might originally have used 
the money that purchased the equipment. 

So they simply get the money right back. It doesn’t filter through 
any military assistance accounting. We happen to have here the 
totals of how much business has been done under this, because usuall 
the requests for purchase come to the military departments aceel 
the MAAG’s, but we don’t actually use any military assistance money 
for this purpose. 

Now, there may be, and there are beginning to be more sales which 
are occurring under section 102, plus the authority under the second 
sentence of 103 (c), and when that occurs, the money is paid into the 
military assistance program. 

I should go back a little bit. 

Originally, when sales occurred under section 102 or the first sen- 
tence of section 103 (c), the money—both dollars and local currency— 
went to the Treasury. Now, it is permitted that a certain amount of 
that may be revolved. 

This gets very technical, but there is a dollar limitation which was 
added last year which permits us to reuse the money paid into us from 
those sales, and we can give credit up to a period of 3 years. 

Mr. Apatr. Where does that provision occur in the law? 

Mr. Lerten. That is in the second sentence of 103 (c). 

Originally, there was no limitation whatever on the amount under 
102 or the first sentence of section 103 (c) as to these sales, but the 
reason the authority was not used was because, when the payments 
came back, it went to the miscellaneous receipts of the Treasury and 
was not available for military assistance purposes. 

Mr. Aparr. So to that extent the money can be reused in the 
military assistance program? 

Mr. Lzereu. To a total of $175 million of appropriation as specified 
in 103 (c) can be reused and we can also reuse local currency. 

Mr. Aparr. Now, that $175 million limitation does not apply to 
the local currency, does it? My memory is not clear upon that point. 

Mr. Lerau. Yes, I believe so. 

Mr. Aparr. That is both dollars and local currency? 

Mr. Lxieu. That is right. 
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Mr. Suurr. Yes, sir. 

Mr. Lxrex. Under 106, the first section I mentioned, we get only 
dollar reimbursements for that, and that is where the bulk of the 
business has been. 

There is one other in connection with that: if we have to go into 
new production for something that a foreign country wants to buy, 
we are required by section 106 to get the money in advance, or a 
dependable undertaking about it before we start the production. 

the military service doesn’t really lose the use of the money for 
es extent of time under the 106 transaction. 
r. Aparr. Thank you. 

Mr. Vorys. Would the gentleman yield for just one question? 

Mr. Aparr. Yes. 

Mr. Vorys. I ask this every year. 

You talk about $22 plus billion of military aid so far. What is your 
overall figure? 

Mr. Suurr. $22 billion is right, sir. 

Mr. Vorys. Now, if it is twenty-two, wouldn’t you say we furnish 
$23.3 billion military aid for which we got paid $1.3 billion? 

Mr. Suurr. We only used the $22.8 billion, which is the figure of 
military aid, as an outlay in comparison to what the other countries 
have independently done on their own. 

I think we vould use it the other way. It would give some people, 
however, who wouldn’t understand the $1.3 billion drawdown, the 
feeling that we had spent $1.3 billion more than we actually did. 

Mr. Vorys. All I meant was that. as an accounting matter, our 
sales which helped to increase the strength of the free world and didn’t 
cost the American taxpayer any money, were part of our mutual 
security operation, and are not included. 

Mr. Suurr. That is certainly so. 

Mr. Apatr. Mr. Shuff, you pointed out that as a result of the cur- 
tailment of the program last fiscal year, certain deliveries of jet planes 
were removed from the program. 

Mr. Suurr. Programing, sir, not deliveries. 

Mr. Aparr. Not deliveries? 

Mr. Suurr. Programing. 

Mr. Apatr. We were told excess planes were delivered to Japan; 
could they have been used to supply this deficit? 

Mr. Suurr. No; there was no connection between the two items. 

Mr. Aparr. Could there have been? 

Mr. Suurr. No, sir, because we were talking about two different 
kinds of aircraft. The kind we were talking about on the chart was 
grant and the kind that we were talking about in Japan was done on 
a cost-sharing basis, where Japan is assembling and manufacturing 
the aircraft on their own soil. 

Mr. Aparr. Are they the same types of planes? 

Mr. Suurr. No, sir, they are not the same types of planes. 

Mr. Aparr. They are jets. 

Mr. Suurr. They are both jets, but—the aircraft we are talking 
about here is the F—100, one of the more modern aircraft than we are 
talking about in Japan, where we were talking about F-—86’s, and 
T-33’s. 

Mr. Aparr. My final question, Mr. Chairman, and if you gentlemen 
for reasons of policy think you ought not to answer it, I will under- 
stand: 
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Do you think it would be helpful to the military assistance program 
if there was a closer liaison with the defense support programing? 

The reason for that question is, there have been statements made 
by some people that the military people both abroad and at home 
have not been consulted particularly with respect to defense support 


expenditures. That is the background for my question. 


Mr. Spracuz. Those criticisms have been made. 

I pointed out the other day that the head of the Military Assistance 
Advisory Group in the country is a member of the country team 
automatically, which is in every instance now, except Korea, chaired 
by the ambassador, which also has as a member, the head of the Inter- 
national Cooperation Administration team in that country. 

Now, the country teams as a group consider the defense support 
program, the military assistance program and the economic programs 
for the country, so they are fully coordinated at that level. 

They are then coordinated in Washington among the three 
agencies: State, ICA, and Defense. 

I think that it is fair to say that no coordination is ever perfect, 
and I personally feel that the closest kind of coordination would be 
desirable as between the administration of the Defense support and 
the military assistance program, and I think we are working toward 
that end right now. 

And I think a helpful sign in that effort is the transfer of the co- 
ordination function in Washington from the International Coopera- 
tion Administration, which is an operating agency, to the Department 
of State, which now will coordinate between the two operating 
agencies: the military assistance program in the Department of 
Defense, and the economic program in the ICA. 

I think this will result in better coordination. I think it is desirable. 

Mr. Aparir. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. O’Hara—— 

Mr. O’Hara. Mr. Secretary, at the bottom of page 22, you say 
that most of the projects planned for fiscal year 1959 are for missile 
components and al, chemicals required for propellants, and new 
types of naval gun ammunition. 

May I ask if some of our construction underway will be practically 
useless unless by the time of completion we have made new discoveries 
in fuels? 

Some scientists have told me that is the fact. Is that the fact? 

Mr. Suurr. I would think the scientists’ word for this would be 
better than mine. I would have to take their word for it as well. 

I am not technically qualified, I don’t think, to make an authorita- 
tive answer. 

Mr. O’Hara. One man that I took to be well informed told me 
that that was the opinion of many scientists, that we still have research 
work to do, and that unless the research resulted in new fuel findings, 
that some of these missiles we are building will be useless. 

Is there any basis of truth in that? 

Mr. Suurr. May we go off the record here, Mr. Chairman? 

Acting Chairman Moraan. Off the record. 

(Discussion off the record.) 

Acting Chairman Morean. On the record. 

Mr. O’Hara. Do you feel that adequate provision is made in your 
program for the necessary research? 
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Mr. Suurr. Well, sir, the only research that we ourselves have any 
direct contact with is the research and development that we assist 
through these cost-sharing programs; the mutual weapons develop- 
ment program is the outstanding example. 

We try to help some of our industrial allies to help themselves in 
the research and development field, they putting up about 50 percent 
of the cost and we putting up about 50 percent of the cost. 

As a result of the heads of government meeting in NATO last 


December, our inclination and our attempts, our efforts are going to 


be amplified in this direction. 

Mr. O’Hara. We do have in the Department of Defense, do we 
not, an Assistant Secretary whose function is that of science and 
research? 

Mr. Sxuurr. Oh, yes, sir. You are talking, however, about the 
United States forces. Each military department has a research and 
development organization and ‘they are going ahead. This, however, 
is not the responsibility of the military assistance program as such. 
They operate under their chief of service and their Secretary and 
through the regular channels to the Secretary of Defense. 

Mr. Spracus. The research and development effort in the Depart- 
ment of Defense, Mr. O’Hara, amounts to several billion dollars. 

Mr. O’Hara. Is Dr. Foote going to appear before the committee? 
I am interested in what we are going to do in research. 

Mr. Suurr. We had not planned to have him appear before the 
committee. 

Acting Chairman Morgan. I think perhaps that the Armed Serv- 
ices Committee would have jurisdiction. 

Mr. O’Hara. Now, I have one other item, Mr. Chairman, that I 
would like to go into. 

A gentleman who is regarded highly in my district, and I think the 
country over, is here. I brought up the matter of lax bookkeeping 
some days ago, and I should like to hear this gentleman on that 
subject. I wonder if this gentleman is here today. 

Mr. Suurr. Is Mr. Holcombe the gentleman you refer to? 

Mr. O’Hara. Yes. 

Mr. Suurr. Yes, sir; he is here. 

Mr. O’Hara. I wonder if I could ask him a few questions. 

Mr. Hotcomse. Mr. O’Hara, I will be happy to answer any ques- 
tions you want. As you know, I am a civil service employee who 
craves anonymity. 

Mr. O’Hara. I know that many people in my district would give 
great weight to your findings. You had something to do with this 
matter of bookkeeping, did you not? 

Mr. Houcomss. I have been a laborer in the vineyard, along with 
the others. 

Mr. O’Hara. Are you the one who brought it to the attention of 
the General Accounting Office? I think GAO referred to the fact 
that something had been done a year or so before they got into it. 

Mr. Hotcomse. Well, that has appeared in some of my reports, 
but I am certainly not, I think, the only one who is responsible for 
finding it. 

Mr. O’Hara. Well, how did you find the bookkeeping? 

Mr. Hotcomse. The bookkeeping 
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Mr. O’Hara. Mr. Secretary, may he speak with absolute frank- 
ness? 

Mr. Spracusr. As far as I am concerned. 

Mr. O’Hara. I do not want him to get spanked when he gets home. 

Mr. Houcomse. I think I can throw some light on it because 
before I came to this job about a year and 8 months ago now, I was 
Deputy to the Comptroller for the Department of Defense for about 
3 years, and this was very close to my interests. 

I think there has been some misunderstanding about this. As 
far as the bookkeeping that has to do with withdrawals from the 
Treasury, that is done by the military departments on the same basis 
as they do their own business and I do not find anywhere where the 
Comptroller General or our own people have found any more than 
the normal margin of error that always occurs in any big organization, 
and certainly it is equally good with what is done to justify with- 
drawals from the Treasury on their own account. 

The kind of reporting and bookkeeping we are talking about is 
basically that which determines interdepartmeantal transfers. In other 
words, transfers from one account to another. There we did find that 
there had been some slowness in getting the reports in so that the 
program was not reflected up to date. 

Consequently, frequently things were programed which were 
already in the program and indeed may have been delivered. 

Fortunately, because of the time between programing and delivery, 
this usually could be corrected before the time for delivery came, 
Mr. O’Hara. There were definitely delays and considerable inac- 
curacies in the internal management bookkeeping. ‘This is what the 
General Accounting Office refers to, and what the Comptroller’s 
Office of the Department of Defense and ISA has been trying to 
correct for a long time. 

Mr. O’Hara. What would you say the percentage of error might 
have been? Fifty percent or five percent? 

Mr. Houcomse. No, sir, nothing like 50 percent. Most of the 
problems came in delays. The fact that deliveries were not recorded 
for 3 or 4 months. 

Now, to this extent, there were very large amounts of deliveries 
that were reported a few weeks late. There was only a very small 
amount when deliveries were a few months late. But this is only an 
error of management, Mr. O’Hara. 

Delays, I would say, were something on the order of 10 percent to 
20 percent. Now, as to actual errors where the figures were put 
down wrong, it did not result in a withdrawal of taxpayers’ funds 
from the Treasury erroneously or illegally. 

Acting Chairman Morean. Mr. O’Hara, I think Mr. Shuff has a 
one-page memorandum he would like to read into the record and it 
might answer some of your questions. 

Mr. Suurr. Mr. O’Hara, yesterday afternoon in my office there 
came across my desk an interoffice memorandum between ourselves. 
When I saw it I thought of you and I thought of the questions that you 
had been asking, and good ones, too. 

Mr. O’Hara. They are good to this extent; if I am asked questions 
I must have information on which to base my answer. 

Mr. Suurr. We fully appreciate your problem, sir. 
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There is a letter from one of Mr. Shaw’s people—Mr. Shaw is our 
Comptroller. You heard from him the other day and he is sitting 
— now. A memorandum to Mr. Shaw from one of his people. 

t says: 


The Department of Defense working group established pursuant to reference (c) 
above— 


which was the establishing authorization— 


has just completed a 4-week study of 21 Army and Air Force installations. The 
assignment given to the working group was to make a recommendation as to 
whether the function of accounting and reporting of MAP deliveries should be 
done at the ports, as recommended by the Comptroller General in reference (b) 
or whether adequate supply, transportation, and fiscal controls could be estab- 
lished to provide for more timely and efficient accounting and reporting of military 
assistance program shipments at the various stock-control points if the point of 
delivery were to be moved back to the depots 

Although it will be some time before the report of the working group can be 
prepared and properly coordinated, I am sure it will be the consensus of the De- 
partment of Defense members that adequate supply, transportation, and account- 
ing controls are in existence, at all levels of operation in the military departments, 
to justify a change in the definition of delivery which would accomplish improve- 
ment in accounting and reporting operations by eliminating burdensome and 
much unnecessary paperwork and by facilitating earlier and more accurate re- 
porting of military assistance program deliveries. 

MAP is not inhibited by law from selecting the most advantageous point in 
time when title to material is to pass from military appropriations to MAP. 
However, in view of the four-agency agreement, which led to the congressional 
authorization of the order and reservation process and possible legislative history, 
it is recommended that Congress be advised during the current hearings that the 
Department of Defense is considering the possibility of moving the point of 
MAP delivery from the ports of embarkation back to the depots. The point, or 
time, of delivery will then be the same for sale of materiel to MAP as it is for 
sales to any other customer, that is, another agency or foreign government. 


Now, the only reason I am reading this into the record, Mr. O’Hara, 
is to show you that we do things about this independently, and we do 
it continuously, and hopefully. This kind of an interoffice memo- 
randum among ourselves, that just happened to come across my desk 
yesterday afternoon, will be ammunition for you to answer some of 
these constituents. 

Mr. O’Hara. I think it shows a commendable diligence on your 
part. 

Mr. Suurr. Thank you, sir. 

Mr. O’Hara. Now, Mr. Chairman, I have a very important 
question to ask. Is this the last question? 

Acting Chairman Morean. Yes. 

Mr. O’Hara. Is everybody getting hungry? 

Acting Chairman Morean. Everybody is hungry. 

You may proceed. 

Mr. O’Hara. That was my question. 

Acting Chairman Morean. The committee stands adjourned until 
10:30 Tuesday morning, when we will have Mr. Smith, the Director 
of the ICA. 

(Whereupon, at 1:30 p. m., the committee adjourned, to reconvene 
at 10:30 a. m., Tuesday, March 4, 1958.) 
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